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Main Issues Relating 
To The Third Plan 


[. THE PROBLEM 

T his paper attempts to focus attention on some of 
the major issues relating to the Third Plan with 
a view to facilitating discussion. 

The formulation of any Plan involves consideration 
of: 

(a) the essential objectives to be fulfilled; 

(b) the size or scale of investment required and 
feasible: 

(c) an assessment of the resources required and 
likely to be available; 

(cl) the pattern of investments to be undertaken on 
a view of priorities and on a balance of im¬ 
mediate as well as longer-term considerations; 

(e) the “instrumenUilities”, that is, the techniques 
and agencies through which the targets pro¬ 
posed for mobilisation and deployment of 
resources are to be realised. 

These considerations are interrelated, since objectives, 
resources and techniques of implementation have to be 

Paper prepared by the Planning Commission for consideration 
by the National Development Council at its meeting held in 
April 1959 
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viewed together. An over-all balance is possible at more 
than one level. But, for each scale or pattern of invest¬ 
ment and of mobilisation of resources that could be 
visualised, a different type of balance or imbalance 
emerges at different points in the system. The aim of 
planning is to arrive at an optimum balance, over-all 
and sectoral, between effort and return; between less 
rigour in the short term and greater sacrifices imme¬ 
diately in the interests of a more rapid growth in the 
future; between the output of consumer goods and the 
demand for them; between a smaller impact on some 
classes and a larger impact on others; between reliance 
on domestic savings (including those for export-earning) 
and that on external assistance. 

These problems become the more difficult—and call 
for more careful consideration—as planning becomes 
more integrated. At this stage in the country’s develop¬ 
ment, the issues are crucial; in many respects, the Third 
Plan will be a turning point. A Plan can succeed only 
to the extent that a consistency between the ends sought 
and the means to be devised is established, and this 
involves not mere technical expertise but vital political 
judgements. 

In the Second Five Year Plan, a certain perspective 
for planned development was set forth. This indicated 
the measure of step-up in effort in terms both of 
investment and of savings over successive plans so that 
income per capita could be doubled by 1973-74 
(vide Annexure I). The Third Five Year Plan has to 
keep this perspective in the forefront. Population 
growth is now estimated to be at a rate higher than was 
assumed in the projections mentioned. The increase in 
aggregate national income by the end of the Second Plan 
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is likely to turn out to be lower than the 25 per cent 
postulated in the Plan. In per capita terms, the increase 
will, therefore, be considerably less than was expected. 
It is necessary to take note of the dilhculties that have 
been encountered in the course of the Second Plan; and 
to ensure that the means and techniques proposed for 
mobilising resources are adequate for the needs of the 
Plan. To begin with, the resources available or 
mobilisablc are a limiting factor, but resources grow as 
investment and employment proceed. The question is 
how even within the Plan period itself, the growth of 
resources and of the demands on them can be kept 
moving forward in step. The most vital issue behind 
all this is the underlying orientation of policies and a 
measure of the organisational resources available both 
to Government and to the community at large. It is on 
this basic issue that attention needs to be concentrated 
at this stage. 


II. OBJECTIVES 

The problem may be illustrated with reference to the 
points listed at the beginning. As regards (a), namely 
the essential objectives, two points emerge clearly 
from the papers circulated to the members of the 
National Development Council. First, the Third Plan 
will have to provide for an acceleration of the effort 
undertaken during the two earlier plans. In other 
words, the tempo of development has to be kept up and 
improved upon to the extent possible. Secondly, there 
has to be special emphasis on planning development in 
a manner that would make the economy “self-sustaining” 
as early as possible. This involves setting up and 
expansion of industries that will produce the machinery 
and equipment needed to manufacture the machines and 
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capital goods required for further industrialisation. In 
this connection there are two sets of considerations. 
Under this pattern adequate restrictions on consumption 
will Iiave to be faced and consumption standards will 
have to be relatively kept down. Progress depends on 
the extent to which this can be achieved under democra¬ 
tic conditions, for the larger the investment in the 
"‘more remote” stages of production, the larger and more 
varied is the ancillary investment required to support 
and make full use of these processes, and the greater, 
therefore, is the sacrifice involved in consumption “for 
the time being”. In the second place, until the base has 
been built up, industrial development remains largely 
dependent on foreign exchange being made available 
from outside for setting up the industries required. 
Quicker progress towards the “self-sustaining economy” 
in the sense of its being technically equipped to make 
the capital goods and equipment it needs will raise the 
foreign exchange component of the Third Plan and will 
necessitate a larger measure of external assistance. On 
the other hand, if this obstacle to economic development 
is not got over as early as possible, the period of 
dependence on external resources tends to be prolonged. 
From both considerations it is necessaiy to lay out the 
investible resources during the Third Plan period so as 
to achieve the requisite “balance”. The idea of a 
“balance” in development is of course not a fixed one 
and its precise content has to be varied from stage to 
stage as development proceeds. 

The other objectives, namely, an increase of 5 to 6 
per cent in national income (as indicated in the Second 
Plan projections), a substantial increase in employment 
opportunities, correction of excessive inequalities in in¬ 
come and wealth, etc. remain valid. The Third Plan 
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will have to lay special stress on creation of employment 
opportunities since a shortfall in this respect is expected 
in the Second Plan and the increase in the labour force 
will be larger. The precise targets of national income 
increase, investment and employment will have to be 
determined on a view of what is feasible in terms of the 
effort that is forthcoming, and this includes both financial 
and organisational effort. The experience of the Second 
Plan suggests that target-setting in macro terms, i.e. 
“so much increase in national income”, “so much of it 
required for investment”, “therefore so much available 
for consumption” will not be enough. It will be 
essential to assess carefully the results that can be 
achieved in each major field of production and to define 
in fairly concrete terms on an annual basis (however 
approximate) the means through which the requisite 
balance between supplies and demands is to be main¬ 
tained. Indeed, if savings and investment are to be 
stepped up substantially in the Third Plan, the accelera¬ 
tion of effort has to begin immediately. The probelms 
that arise for the Third Plan are, in essence, already 
with us. 

As regards (b), viz., the size or scale of investment 
required and feasible, the Planning Commission has con¬ 
stituted a number of working groups. They are evolving a 
set of tentative targets in various lines : machine-building, 
steel, coal, electricity, irrigation, scientific personnel, agri¬ 
cultural production, etc. The working group on 
Resources has just commenced work : a team from the 
Ministry of Finance, the Reserve Bank and the Planning 
Commission is undertaking an assessment of the possibi¬ 
lities in this regard. 

Broadly speaking, for the Third Five Year Plan, we 
have to aim at securing investments of the order necessary 
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for realising two main objectives, namely, making st 
definite advance towards the goal of doubling per capita 
income by the end of the Fifth Plan, and reducing the pro¬ 
portion of the population engaged in agriculture to about 
55 per cent by 1976. For realising these objectives, it will 
be necessary to secure from the economy much larger 
resources than during the Second Plan. We shall also 
need sizeable external assistance. The crucial problem, 
therefore, is how the nation is going to put forward 
efforts on the scale that is needed. These efforts have 
to be directed towards increased production, increased 
taxation and increased savings. In building up the 
efforts in these directions it is necessary to visualise 
clearly the role of the rural sector and the work to be 
undertaken in rural areas. 

In a developing country, agricultural development and 
industrialisation should not be regarded as separate pro¬ 
cesses; they are interconnected parts of the same problem. 
The proportion of the population employed in agriculture 
is excessive in underdeveloped areas and in them the 
process of development means, in effect, the absorption 
of the surplus population in non-agricultural occupations, 
that is, in the industrial and tertiary sectors. In other 
words, there should be co-ordinated and balanced 
development of scientific agriculture, village and small 
industries, medium industries as well as heavy and basic 
industries. The pace of development should be rapid 
and much in advance of the rate of grow^ of population. 
In the second place, industrial development can be step¬ 
ped up from within the country’s own resources in the 
measure in which it becomes possible to increase agricul¬ 
tural productivity. Increased agricultural production is^ 
also vital from the point of view of raising the standards^ 
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of living of 70 to 80 per cent of the population living in 
the villages and ensuring a proper balance between the 
growth of rural and urban incomes 

Agricultural production programmes can be carried 
out effectively only as a part of a wider movement for (1) 
providing the basic necessities of life to the people and 
(2) extending employment in rural areas and building 
up community assets by harnessing to constructive 
purposes the unused manpower in the countryside. 

III. UTILISATION OF MANPOWER RESOURCES 
The question of harnessing the unutilised energies of 
the people in the rural areas may be approached along the 
following lines : 

(/) There are programmes in which there should be 
an element of legal obligation on the com¬ 
munity or the beneficiaries, for instance, ex¬ 
cavation of field channels, maintenance of 
bunds and channels, contour-bunding, etc. In 
these there should be a general acceptance on 
the part of every local community of responsi¬ 
bility for enforcing customary obligations. The 
idea of customary obligations should be 
extended to activities vital for meeting the new 
needs of rural development. 

(/z) Our plans have not so far attached sufficient 
importance to the provision of certain minimum 
amenities for rural areas, namely, (1) adequate 
supply of wholesome drinking water, (2) the 
village school, and (3) roads linking each 
village to the nearest main road or railway 
station. These three services should be a kind 
of national minimum of social services for rural 
areas which should be put forward as an im- 
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portant aspect of the Third Five Year Plan. It 
is not possible to expect village communities to 
put forward their best elTorts for production 
unless we place before them goals which they 
would themselves be willing to strive for with 
enthusiasm. 

(///) It should be the objective of Government 
policies and of day-to-day administration to 
facilitate the building up of community assets 
which would belong to the village as a whole. 
Everyone in the village community should feel 
that he would benefit from what he contributes 
along with others. The policies of State 
Governments should therefore be re-oriented 
so as to facilitate the building up community 
properties which belong to the people as a 
whole, such as, village tanks, fisheries, planta¬ 
tions, grazing grounds, etc. This would go to 
increase the income of village Panchayats. 
Through legislation and grant of credit 
facilities both on an individual and community 
basis special effort should be made to strengthen 
the area of community operation in rural life. 

(/V) All projects included in the Plan which call for 
the use of unskilled and semi-skilled labour 
should be carried out in each village and area 
by the community concerned, so that the 
employment provided and its benefits may 
accrue to the rural population. 

IV. AGRICULTURAL PRODUCTION 
The success of our Plans will depend on the order of 
increase achieved in agricultural production. Targets for 
the Second Plan as initially proposed were found to be too 
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low and had to be revised. The efforts which followed 
the revision of the targets towards the end of 1956 has 
been found to be inadequate. The problem of increasing 
agricultural production is primarily one of administration 
and organisation and enthusing the people. Given these, 
tliere should not be great difficulty in providing the 
financial resources needed, especially by way of credits. 
Tn February 1955 the Planning Commission placed 
before the States the objective of doubling agricultural 
production by the end of the Third Plan. Taking various 
factors into consideration, the Planning Commission has 
proposed that the Working Groups dealing with Agricul¬ 
ture should study different aspects of the food production 
programmes in terms of a target, by the end of the Third 
Plan, of 110 million tons, which will mean an increase of 
40 to 45 per cent over the production which may be 
realised at the end of the current Plan. The task is to 
examine how best this target can be achieved. This is the 
most vital link in the whole chain of inputs, outputs, 
savings and the building up economic strength. 

V. RESOURCES 

The resources position as indicated by the preliminary 
examination already undertaken is as follows : 

(/) That there are, on the existing basis of taxation, 
no current surpluses available to Government— 
Aiicluding both the Centre and the States—for 
ih incing investment; in 1958-59 and 1959-60, 
the net savings available to the Central Govern¬ 
ment were minus Rs. 50 crore and minus Rs. 36 
crore respectively; 

(z7) Tliat this gap will widen considerably as some 
of the revenue account expenditures in the 
Second Plan become “committed” expenditures 
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in the Third Plan; sizeable fresh taxation will be 
necessary, therefore, even to balance the 
revenue account; 

(f/7) That the tax system at present does not bring 
in an increasing—or even a constant—^propor¬ 
tion of national income to the public exchequer, 
whereas the claims on resources even for 
current expenditures are steadily increasing; 

(iv) That the current level of exports is just sufficient 
to finance “maintenance’' imports (including 
certain non-developmental and “committed’’ 
imports) and that the foreign Exchange expen¬ 
diture for the Plan proper will have to be met 
entirely from fresh external assistance. Also, 
in the first two years or so the repayment obliga¬ 
tions on tlie loans already incurred will also have 
to be met from fresh borrowing abroad; 

(V) With foreign exchange reserves at or near the 
minimum required, the phasing of the Third 
Plan will have to depend on the availability of 
foreign assistance; it will be difficult to make a 
start unless there is reasonable prospect that 
assistance on an adequate scale will be forth¬ 
coming on a continuing basis to correspond with 
the requirements of the projects undertaken. 
Also, the new assistance will have to be in a 
form that will not increase the servicing burden 
on the balance of payments for a considerable 
period in the future; 

(W) The utmost care will have to be exercised to 
avoid generating inflationary pressures that 
might upset internal price stability and react 
adversely on the balance of payments by re- 
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ducing exports and increasing imports. It 
must be borne in mind here that the entire 
foreign exchange cost of the Second Plan 
will, on present calculations, have been met 
from external assistance and drawing down of 
reserves. 

The lines along which resources could be raised will 
require a series of studies. This will entail an examination 
of (e), namely the “instrumentalities”. Fiscal 
policy, monetary policy, questions of price stabilisation 
and the approach to the problem of employment, including 
direct utilisation of under-utilised manpower are all 
subsumed under this head. Decisions on (b) and (d), 
that is, the scale and pattern of investment are, it must 
be emphasised, linked to the decisions that might be 
taken on (c) and (e). 

The basic questions are : at what rate can production 
be increased and how much of the increased production 
-can be devoted to capital formation ? The resources for 
development can be increased only if the community 
generates a surplus, and this, in the present circumstances, 
depends not so much on diverting resources from con¬ 
sumption as on increasing the total pool from which the 
claims of both consumption and investment are to be met. 
Agricultural production, especially food production is 
obviously the most important element in this “pool”, and 
the first step has to be to work out precise targets in this 
regard and to specify the financid and organisational 
resources to be applied to this task. 

But mere increase in production is not enough. 
There has to be a strategy or a plan for mobilising the in¬ 
creases secured and directing them towards investment. 
An important question in this context is how the 
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surpluses (as they are generated) in the rural sector are 
to be drawn upon. Can a system be devised which ensures 
to the public sector a reasonable proportion of the in¬ 
creased outputs ? Can land revenue be stepped up ? 
The Taxation Commission made certain recom¬ 
mendations on this point, but the experience so far has 
not been encouraging. Or, again, can rural savings be 
mobilised on a big enough scale througli co-operatives 
and the small savings movement ? 

It is important also to stress that the Centre’s capacity 
to assist the States financially is reaching its limits. Un¬ 
doubtedly, the Centre will have to play its part in raising 
the resources required and in assisting the States. But 
the issue is whether the States will find it possible to devise 
a system of taxation for the rural areas which will yield a 
large part of the resources required. It would be useful 
in this context to consider whether, apart from increases 
in land revenue and other forms of State taxation affecting 
the rural sector, agricultural and non-agricultural incomes 
and wealth can be treated on the same basis for direct 
taxation to be imposed by the Centre, the proceeds being 
shared with the States on an agreed basis ? It is re¬ 
cognised tliat with the imposition of ceilings on land, large 
personal incomes from agriculture will diminish. Never¬ 
theless, it would still be an advantage if all incomes 
liable to income tax are treated alike, aggregated and 
assessed on a uniform basis. Similarly, extension of 
Centrally levied excises in place of State sales taxes 
(which offer large scope for evasion) might prove 
advantageous. 

It is for examination in this connection if the res¬ 
ponsibility for collecting—and raising further—land 
revenue and other local taxation can be devolved on local 
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bodies who would then be charged with the obligation of 
financing certain types of programmes within their 
jurisdiction. 

Besides taxation, the commercial and industrial enter¬ 
prises in the public sector have to make a major contri¬ 
bution to the financing of the Third Plan. In fact, this 
source will, in all probability, have to be even more im¬ 
portant than taxation. The pricing policies of public 
enterprises—^together with their cost structure—^need to 
be examined in this light. The argument that higher 
prices for products of public enterprises will raise prices 
and costs is factually correct, but the point for decision 
is whether the necessary sacrifice from the community 
can be asked for. It must be stressed that once a certain 
order of investment is decided upon, the measure of 
sacrifice to be made is no longer an open question. 

VI. ORGANISATIONAL ASPECTS 

Certain specific items bearing on organisational as¬ 
pects, namely. State trading in foodgrains and the deve¬ 
lopment of co-operatives, are being considered separately. 
They are, therefore, not dealt with here. It may be 
stressed, however, that possibilities of organising the rural 
sector effectively and eliciting the support and participa¬ 
tion of the people and of non-official workers turn on the 
speed with which self-government and democracy are 
realised at the village, block and district levels. Efforts 
already initiated in these directions need to be intensified 
and the changes secured within a definite period. 

In this connection, the importance of village institu¬ 
tions, namely, village Panchayats and village co¬ 
operatives, acting as agencies for community develop¬ 
ment and local planning, has been emphasi^ by the 
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National Development Council. This calls for large-scale 
training programmes for members of the Panchayats 
and co-operatives. The aim should be that over a period 
of three to four years we should train some 5 million 
rural workers at the rate roughly of ten a village. At the 
block and district levels there should be elected bodies 
as early as may be possible and in these every effort 
should be made to elicit the largest amount of non- 
official participation. Development programmes at the 
district, Wock and village levels should be regarded as an 
area of common action in which every programme con¬ 
tributes towards the welfare of the mass of the people. 
It is through village, block and district plans that the 
people as a whole can be effectively associated with 
planning and have the opportunity of determining their 
needs and making their fullest contribution towards 
national development. 


VII. ISSUES 

Briefly, the main issues are : 

(/) What should be the broad pattern of priorities 
in the Third Plan? In particular, how best 
can the economy be made “self-sustaining"’ 
within as short a period as possible ? To what 
extent could the Third Plan promise ‘ a 
national minimum” of social services in rural 
areas ? 

(//) At what rate can production, especially agricul¬ 
tural production, be increased in the course of 
the Third Plan ? 

(//7) To what extent and through what means are 
the surpluses from the rural sector to be 
mobilised ? 
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(iv) What contribution can the direct mobilisation 
of idle manpower make to the investment 
effort in the Plan ? Along what lines is this 
effort to be organised? Enforcement of 
customary obligations to build up community 
assets needs consideration; 

(]’) To what extent can public enterprises be made 
to yield larger profits for investment ? 

(v7) If, as is evident, financial resources on a sub¬ 
stantial scale have to be raised for the I'hird 
Plan, can a beginning be made from now on? 
The problem of inadequate resources is already 
with us. It will not arise only when the Third 
Plan starts. The period of seven years 
including these last two years of the Second Plan 
needs to be considered as one in which the 
maximum effort must be made; 

(ivV) What precisely are the policy implications of 
the fact that even with all the effort we can 
make to increase exports and to save on 
imports the foreign exchange requirements of 
the Third Plan will have to be met entirely from 
fresh borrowing abroad ? 

iviii) The organisational aspect of the Plan effort and 
the role of local self-governing and co-operative 
institutions at the base merit particular attention 
in a Plan which seeks as much to build up the 
people as to promote their ‘material’ welfare. 

These issues, it may be stressed, involve not merely 
technical considerations, but essential political judge¬ 
ments. 


March 20, 1959 
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ANNEXURE 

Growth in Income and Investment 1951-56 

(At 1952-53 prices) 


Item 

1st 

Plan 

(1951- 

56) 

2nd 

Plan 

(1956- 

61) 

3rd 

Plan 

(1961- 

66) 

4th 

Plan 

1966) 

77) 

5th 

Plan 

(1971- 

76) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1. National income 
at the end of the 
period (Rs. crore) 

10,800 

13,480 

17,260 

21,680 

27,270 

2. Total net invest- 

merit (RsS. crorc) 

3,100 

6,200 

9,900 

14,800 

20,700 

3. Investment as per¬ 
centage of national 
income at the end 
of the period 

7-3 

10-7 

13-7 

16-0 

17-0 

4. Population at the 
end of the period 
(in millions) 

384 

408 

434 

465 

500 

5, Incremental capi- 

tal-output ratio .. 

1-8:1 

2*3:1 

2-6:1 

3-4:1 

3-7:1 

6. Per capita income 
at the end of the 
period (in Rs.) .. 

281 

331 

396 

466 

546 
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A SUPPLEMENTARY NOTE 

This note supplements the Planning Commission’s 
paper on main issues relating to the Third Five Year Plan 
and indicates some important points for consideration by 
the National Development Council. 

(1) The Second Five Year Plan postulated an in¬ 
crease in national income by 25% during 1956-61 and 
by 28% during 1961-66. The achievement during the 
Second Plan is likely to be lower than what the Plan en¬ 
visaged. The effort now required for reaching the 
target indicated in the earlier projection will be much 
larger than hitherto. The two years of the current Plan 
and the five years of the next Plan should, therefore, be 
regarded as a single i>eriod in terms of planned effort. 

(2) On account of improvement in health con¬ 
ditions, the rate of growth of population is higher than 
was assumed in the Second Plan. The Central Statis¬ 
tical Organisation estimates the total population in 1961 
at 431 million and in 1966 at 480 million instead of the 
population estimates of 408 and 434 million respectively 
in the Second Plan projection. Thus, the per capita 
increase in national income will be considerably less 
than was expected. 

(3) The issues relating to the Third Plan fall under 
four main heads : (a) scale and pattern of investment, 
especially in industry and allied fields, (b) scale of effort 
for increasing agricultural production, (c) directions in 
which the utilisation of manpower resources may be 
intensified, and (d) steps, especially in the States, for 
mobilising internal resources. 

(4) To reduce the period of dependence on external 
assistance, development in industry and allied fields 
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has to be planned so as to enable the country during 
the next few years to produce the machinery and equip¬ 
ment needed to manufacture machines and the capital 
goods required for further industrialisation, thus making 
the economy technically “self-sustaining” and capable of 
earning additional foreign exchange resources. This 
will require larger savings as well as relatively more 
external assistance. 

(5) The agricultural production for the Third Plan 
is of crucial importance for enlisting the entire rural 
manpower and for ensuring a correct balance between 
rural and urban incomes and providing a guarantee 
against inflationary pressures. Tentatively, it has been 
suggested that tlie target for food production by the end 
of the Third Plan, in terms of which the effort needed 
may be assessed, should be 110 million tons. This 
involves an increase of 45% over the production level at 
the end of the Second Plan. Agricultural production is 
considered to be the most vital link in the success of the 
Third Plan. 

(6) For increasing employment in rural areas and 
utilising tlic manpower resources available, the questions 
for consideration arc: 

(/) What arc the obligations which village Pan- 
chayats should be enabled to enforce? Con¬ 
struction and maintenance of local irrigation 
works, excavation of field channels, contour- 
bunding and soil conservation works have been 
suggested in this connection. 

(//) One of the useful ways of utilising manpower 
resources is the building up of community 
assets and services comprising (a) certain 
minimum social services—^village school. 
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provision of drinking water and construction of 
approach roads linking each village to the 
nearest town or market, (b) minor irrigation, 
roads and tanks, and (c) village fuel plan¬ 
tations, grazing grounds, fisheries, etc. What 
arrangements should be made for organising 
local manpower for constructing these ? 

(///) There are projects included in the plans of 
States which cover a number of villages. These 
call for the use of unskilled and semi-skilled 
labour. How can village labour be best or¬ 
ganised for such projects so as to provide fuller 
work opportunities to rural areas ? 

(iv) What steps should be taken towards the or¬ 
ganisation of special works projects in areas 
in which there is a high incidence of under¬ 
employment ? Would it be possible for the 
local authorities concerned to organise such 
projects in their areas ? 

(7) Would it be possible to earmark projects 
undertaken by State Governments and by local authori¬ 
ties as special employment projects and in these to pay 
part of the wages in cash and the rest in savings certifi¬ 
cates to be encashed after a certain period or in some 
other way? 

(8) On the question of resources, the following 
points may be considered: 

(/) What steps can be taken to increase resources 
available from the rural sector? Thus, how 
far can land revenue be stepped up, the 
increased resources being made available for 
local development? In this connection what 
additional obligations to finance programmes 
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within their jurisdiction should be placed on the 
local bodies in view of the larger resources 
made available to them ? 

(/7) Could the taxation of agricultural income be 
placed on a uniform basis with the taxation of 
income in general and the two forms of 
taxation aggregated and dealt with by the same 
agency? 

(z/7) In what directions would it be advantageous 
to extend Centrally-levied excises in place of 
State taxation? 

(/v) What specific steps should be taken to see that 
the maximum returns feasible are secured 
from irrigation and power projects, road trans¬ 
port undertakings and other public utilities 
which are operated by Government? 

(v) In the context of State trading and the setting 
up of co-operatives and Panchayats, would it 
now be desirable to collect land revenue and 
irrigation rates in kind rather than in cash? 

(v/) Should schemes of complusory savings be in¬ 
troduced? If so, on what lines? 

DECISIONS OF N.D.C. 

[Conclusions and Recommendations of the Twelfth 
meeting of the National Development Council regarding 
the Third Five Year Plan.] 

The Second Five Year Plan envisaged an increase 
in national income at the rate of 5 per cent per annum. 
The actual achievement during the Second Plan period is 
likely to be lower than that envisaged in the Plan. The 
population growth is estimated to be at a higher rate 
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than was assumed earlier. The increase in agricultural 
production has also been inadequate. Therefore, a 
much larger effort is now required. During the Third 
Plan, there should be an increase in national income of 
5 to 6 per cent per annum. 

Agricultural production and specially the production 
of foodgrains is most vital for the success of the Third 
Plan and intensive efforts on a national scale should 
be organised. The National Development Council 
noted that the programmes of agricultural production 
were being examined and implications assessed in terms 
of the following tentative targets for the Third Plan : 
foodgrains 110 million tons, cotton 8 million bales, jute 
6.5 million bales, sugarcane 9 million tons (in terms of 
raw sugar) and oilseeds 9 million tons. 

As one of the principal objectives in the preparation 
of tlie Third Plan, the National Development Council 
stressed the importance of producing machinery and 
equipment needed to manufacture machines and capital 
goods required for further industrialisation, thus making 
the economy “self-sustaining”. 

The Council placed special emphasis on measures to 
harness the unutilised energies of the people in rural 
areas, more specially in the following directions : 

(/) There should be legislation to enable Pan- 
chayats to enforce customary obligations on 
the community or the beneficiaries, such as 
maintenance of local irrigation works, main¬ 
tenance and excavation of field channels, con- 
tour-bunding soil conservation works, etc. 

(//) The Third Plan should aim at the provision of 
certain minimum amenities for rural areas 
^ namely, (a) adequate supply of wholesome 



24 


drinking water, (b) village schools and (c> 
roads linking each village to the nearest main 
road or railway station. This should be 
secured through local development works 
schemes to which the people contribute. 
These will help generate necessary enthusiasm 
in i^ural areas. 

(///*) Programmes for local development, especially 
for agricultural production, should be drawn 
up and co-ordinated for villages and develop¬ 
ment blocks and should be linked with resources 
that could be mobilised locally in addition to 
such resources as are made available by the 
State Governments. 

(/v) It should be the objective of Government 
policy and of day-to-day administration to 
assist the building up of community assets 
which would belong to the village as a whole. 
The policies of State Government should,, 
therefore, endeavour to facilitate the building 
up of community properties which would 
belong to the people as a whole, such as 
village tanks, fisheries, plantations, grazing 
grounds, etc. Through grant of credit 
facilities, both on individual and community 
basis, special efforts should be made to 
strengthen the area of community operation in 
rural life. 

(v) All projects included in the Plan which call for 
the use of unskilled and semi-skilled labour 
should be carried out to the extent possible 
in each village and area by the community con¬ 
cerned, so that the employment provided and 
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its benefits should accrue to the rural popula¬ 
tion. In areas where there is a high in¬ 
cidence of unemployment, special works 
projects should be organised by the local 
authorities and the State Governments. In 
all these projects, wages at village rates may 
be paid and the possibility of paying a portion 
of the wages through savings certificates or 
other schemes of deferred payment should 
be explored. 

The Council considered the question of mobilising 
larger resources within the rural sector and suggested 
that the following possibilities should be investigated by 
the Planning Commission and the States : 

(/) transferring responsibility for certain existing 
services to local authorities with the requisite 
financial provisions resources for further 
development being raised by local authorities 
on a matching basis, as has been recently 
done in the Madras State. 

(/■/) measures for (a) increase of land revenue, 
(b) progressive surcharges on land revenue 
and (c) levy of special cesses or surcharges 
on lands growing commercial crops. 

{Hi) extending schemes for insurance in rural areas, 
ef.g. life insurance, crop insurance, cattle 
insurance, etc. 

The Council considered whether land revenue and 
irrigation cesses should be collected in kind instead of in 
cash. The consensus of opinion was that the proposal 
would present many difficulties. 

It was agreed in principle that it would be desirable 
to place agricultural income tax and the taxation of in- 
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come in general on a uniform basis, income in these 
categories being aggregated. Tlie details of the pro¬ 
posal should be worked out having regard to the existing 
system of land taxation, including payment of land 
revenue and other dues, and the provisions of the Con¬ 
stitution. 

It was suggested that the scope for enlarging the 
system of Centrally-levied excises in place of sales taxes 
should be studied further. 

It was agreed in principle that the maximum 
economic returns should be secured from irrigation and 
power projects, road transport undertakings and other 
enterprises which were operated by the Central or State 
Governments directly or through corporations and 
companies. In this connection, detailed studies should 
be undertaken by the Central and State Governments 
and suitable proposals worked out. 

The Council accepted the desirability of extending the 
scope of provident funds, life insurance and other forms 
of savings, including examination of the directions in 
which the scheme could be made universal. In working 
out details, special attention should be given to the 
advantages which local areas and the individuals or 
groups contributing might derive from the schemes. 
The results of the studies should be placed before the 
National Development Council. 



Utilisation of Manpower 
in Rural Areas 


The Planning Commission has been considering the 
question of harnessing the manpower resources avail¬ 
able in the rural areas for building up community assets 
through increased employment. It is well recognised 
that in present conditions the rural economy docs not 
offer work enough througliout the year for large 
numbers of unskilled workers and that this problem 
becomes further accentuated on account of the rapid 
growth of population. The two main aims to be 
achieved are, firstly, that much more work should become 
available to all who are willing to work and, secondly* 
that the available manpower should be used to the 
greatest extent possible in increasing agricultural pro¬ 
duction and creating commimity assets. Capital 
formation in this manner is essential in underdeveloped 
economies. 

Over large parts of the country, on account of 
dependence on rainfall and the holdings being small and 
scattered, the agricultural economy by itself is not re¬ 
munerative and does not provide adequate opportunities 
for continuous work throughout the year. A lasting 
solution of the problem of using the available manpower 
has therefore to be sou^t through the universal adoption 
of scientific agriculture and the diversification and 
strengthening of the rural economic structure. The 


Paper prepared by the Planning Commission 
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principal measures for the expansion of employment 
opportunities in rural areas on a permanent basis which 
have to be undertaken through our Five Year Plans 
are : 

(a) the intensification of agricultural operations 
through the introduction of irrigation and im¬ 
proved practices, including mixed farming, 

(/?) the linking up of the economy of villages with 
the growing requirements of the neighbouring 
urban centres, and 

(f) diversification of the occupational structure of 
rural areas through the rapid development of 
a wide range of processing and other in¬ 
dustries. 

For the better utilisation of manpower resources, it 
is envisaged that there should be a comprehensive works 
programme in each rural area. Ibe preparation of the 
works programme of every development block is a 
vital part of its Five Year Plan. The block plan which 
in turn will be split up into village plans includes all the 
works to be undertaken by different agencies such as the 
programmes included in the schematic budgets under the 
community development schemes, programmes falling 
within the general plan of the State under agriculture, 
animal husbandry, co-operation, etc., the programme of 
minor irrigation included in Grow More Food schemes, 
agricultural and revenue plans, and also such program¬ 
mes of development as large and medium irrigation 
projects, road development etc. Such a block pro¬ 
gramme should be available in every village and made 
widely known to all families in it. 
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The works programmes will ordinarily comprise five 
categories of works : 

I. Works projects included in the plans of 
States and local bodies which involve the use 
of unskilled and senii-skiiled labour. 

II. Works undertaken by the conununity or by 
the beneficiaries in accordance with the obliga¬ 
tions laid down by law. 

III. Local development works towards which local 
people contribute labour while some measure of 
assistance is given by Government. 

IV. Schemes to enable village communities to build 
up remunerative assets. 

V. Supplementary works programmes to be or¬ 
ganised in areas in which there is a high in¬ 
cidence of unemployment. 

The lines along which programmes under each of tijese 
'heads may be organised are explained below : 

WORKS IN CATEGORY I 

Many projects calling for considerable amounts of 
unskilled and semi-skilled labour are included in the 
plans of States, for example, irrigation and flood control 
projects, land reclamation schemes, including water¬ 
logging and drainage and the reclamation of saline lands 
(as at the Banthra farm near Lucknow), aflorestation 
and soil conservation schemes, roads, etc. 

It will be recalled that in the draft outline of the 
First Five Year Plan (July 1951), the Planning Com¬ 
mission emphasised the importance of securing public 
co-operation in relation to such projects ; 

"Projects of such significance to the economy of 
the country and involving financial outlays of 
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such magnitude as are now contemplated 
cannot be implemented successfully unless the 
States can arouse mass enthusiasm and secure 
public support for the projects on a nation¬ 
wide scale. What is essential is that the 
people should consider these projects as their 
own and should be willing to make special 
sacrifices for their completion.” 

In October 1951, the Planning Commission addressed a 
letter to State Governments suggesting that work on 
irrigation canals and other similar projects should be 
done on the basis that in each village or group of villages 
the villagers will be organised into co-operatives for 
taking up the work in their own area. The fc^owing 
advantages under this system were emphasised : 

(0 The villages will benefit by the large sums 
spent on the canal system which will come 
into the co-operative movement and will be 
available for agricultural improvements. It 
would be possible for States to organise in 
such areas administrative arrangements for 
inculcating thrift and the habit of investment. 

(/7) Co-operation among villagers over large areas 
in executing works of such magnitude will 
lead to co-operation in other spheres and 
assist in raising their level of life. These 
areas will serve as an example to other parts 
of the State. 

{Hi) The organisation set up during the execution 
of the canal system will be useful in its main¬ 
tenance, in the distribution of water and in 
measures for effecting economy in the use of 

water. 
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In the case of multi-purpose, large and medium 
irrigation projects, it is essential that delays which 
generally occur in preparing estimates, obtaining 
sanctions, the planning of distributaries and field 
channels and their survey and alignment, and in acquisi¬ 
tion of land should be eliminated and the various pro¬ 
cedures speeded up. The estimated cost of such 
projects taken up in the First and the Second Five Year 
Plans is about Rs. 1,400 crore. When completed, they 
are expected to irrigate 38 million acres as compared to 
22 million acres at the beginning of the First Plan. 
Over the first two Plans about Rs. 800 crore will have 
been spent on these projects. With expenditure on this 
scale, it is in any case imperative to ensure that the 
maximum results, in the way of full utilisation of the 
facilities provided, accrue at every stage. The tradi¬ 
tional view that once the works are completed the agri¬ 
culturists should be left to use the facilities gradually is 
totally out of date in the present conditions. There are 
four processes connected with planning for such works 
which are interlinked and there should be no time-lag 
between them. These are (1) construction of the dam 
or barrage for storing water, (2) construction of the 
canal and distributary system by the Government 
agency ending with definite and convenient points at every 
village, (3) construction, according to a time schedule 
fitting into the previous item by the beneficiaries of field 
channels in every village so as to irrigate every acre that 
could be served by the project as soon as water is avail¬ 
able in the canals, and (4) improvement of agricultural 
techniques so that before adoption the maximum agri¬ 
cultural output can be secured. Careful co-ordination 
in planning and execution between these stages will 
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ensure that phase by phase under each project elTectiv;: 
results are obtained. 

If the different groups of projects listed above are to 
provide the maximum employment possible to the 
people of each area, certain changes in the existing 
methods of executing works are necessary. Since 
financial provision for such works is made in the 
budgets of different departments, they are often taken 
up through contractors and without co-ordination with 
the local block organisation. It is proposed that as far 
as possible they should be carried out in close co¬ 
operation with the local block organisation, which in¬ 
cludes the Panchayat Samiti and the village Panchayats. 
Where possible, one or more labour co-operatives may 
be formed. Such labour co-operatives can maintain 
supplies of tools, obtain contracts from the departments 
concerned and arrange for the execution of works to 
enable batches of pyersons from different villages to work 
at convenient distance from tlieir homes. 

With a view to giving effect to this part of the works 
programme, the following further suggestions are 
offered : 

(/) Such works should be planned for execution 
during the slack seasons. Their planning 
should be taken in hand well in advance so as 
to ensure the necessary co-ordination with the 
block development organisations concerned; 

{//) In all cases of works to be undertaken by 
villagers, wages should be paid at village 
rates; 

(///) The services of voluntary organisations like 
the Bharat Sevak Samaj and popular bodies 
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such as Panchayals and co-operativcs should 
be fully utilised; 

(iv) Within the block the responsibility for carry¬ 
ing out the works programmes should be 
placed on the Block Development Officer and 
the block team; 

(v’) where villagers have to do the work in place 
of contractors, they should be allowed more 
time than is commonly done, and payment 
and measurement of work should be prompt: 

(v/) If it is found that certain types of labour 
required for these works will not be locally 
available in sufficient number, arrangements 
should be made for importing such labour 
before commencing constniction; and 

(v/7) The possibility of organising a small task force 
of trained workers for giving a push to the 
works programmes at the block level should 
be investigated. 

WORKS IN CATEGORY II 

Tn most parts of India obligations such as those re¬ 
lating to the maintenance of field channels have long 
been recognised and entered in revenue records. To 
give greater definiteness to such obligations and assist in 
their enforcement by local communities the Planning 
Commission has been suggesting that State Governments 
should undertake legislation prescribing the obligations 
of beneficiaries under irrigation and contour-bunding 
and soil conservation schemes. In Bombay, Madras, 
Andhra Pradesh and Mysore, legislation alifeady exists 
making it obligatory on the part of beneficiaries to 
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maintain minor irrigation works. In the event of de¬ 
fault the works may be carried out by the Government 
and the cost recovered from the beneficiaries. In regard 
to the construction of field channels, Bombay has had 
the necessary legislation since 1879. In Kerala, 
Madras, Andhra Pradesh and Mysore, while no legisla¬ 
tion exists, beneficiaries are expected to construct field 
channels. Orissa has recently introduced legislation on 
the subject and in Mysore also a Bill has been prepared- 
So far as contour-bunding is concerned, the necessary 
legislation exists in Bombay. Madras has had legisla¬ 
tion since 1949 (which also applies to Andhra Pradesh), 
and an amended Bill which has been recently passed is 
now awaiting the President’s assent. In Mysore legisla¬ 
tion on the subject has already been introduced. 

The obligations to be undertaken in respect of 
irrigation works are as follows : 

(/) Major and medium irrigation works 

(a) Construction stage: Construction of field 
channels within a specified time by those 
whose lands will receive irrigation; 

(b) Maintenance : The annual maintenance 
in an efficient condition of the field 
channels by the beneficiaries. 

(m) Minor irrigation 

(a) desilting and maintenance of .canals; 

(b) maintenance of bunds of tanks, and 

(c) desilting the beds of tanks (unless they 
have been long neglected and must he 
taken up by Government directly). 



35 


It is proposed that by legislation village Panchayats 
should be empowered to enforce these obligations on the 
part of beneficiaries. If the latter fail to carry out the 
works in time, the Panchayat should carry them out and 
realise the cost. In the event of the Panchayat failing 
to carry out the works, the Government or, on its behalf, 
the Panchayat Samiti for the block may arrange for 
their execution, the cost being recovered eventually from 
the beneficiaries. 

In respect of contour-bunding and soil conservation 
the Planning Commission suggests action along the 
following lines : 

(a) The Government should have power under the 
legislation to frame a scheme of contour-bunding for the 
basin of a river or a stream or for a group of villages and 
notify it for objections. After the receipt of objections 
the scheme should be confirmed; 

(b) In any approved scheme the Government should 
bear the cost of (i) afforestation of the catchment area, 
and (ii) works common to more than one village; 

(c) Within a village, for works common to the 
village as a whole, the cost should be levied from the 
beneficiaries in proportion to their holdings. The benefi¬ 
ciaries may be given loans by the Government or the 
co-operative, repayment being spread over a period of 
5 to 10 years; and 

(d) Works in individual holdings should be carried 
out by the beneficiaries. 

Under (c) and (d) above there should be provision 
for carrying out the works and recovering the cost in the 
same way as suggested in paragraph 7 for irrigation 
schemes. 



36 

WORKS IN CATEGORY III 

In this group, those schemes are included which 
would enable village communities to build up re¬ 
munerative economic assets. It should be the objective 
of Government policies and their administration from 
day to day to facilitate the building up of community 
assets which would belong to the village as a whole, such 
as village tanks, fisheries, fuel plantations and com¬ 
mon pastures. All these assets should accrue to the 
community as a whole. Tliere should also be suitable 
schemes for enabling the village community to build up 
other remunerative economic assets in the shape of 
subsidiary activities such as poultry farming, village in¬ 
dustries, etc. Programmes for building up such assets 
should be planned in terms of the requirements of the 
development block as a whole as well as for individual 
\illagcs, execution being arranged through the latter. 
The departments concerned should provide the necessary 
technical assistance and such supplies in kind as seed¬ 
lings for fuel plantations or fingerlings for fisheries 
schemes. The general aim should be that every village 
Panchayat should secure through such action a minimum 
annual income of, say, Rs. 1,000. 

WORKS IN CATEGORY IV 

In April 1959, the National Development Council 
approved the proposal that a minimum programme for 
amenities should be provided for rural areas during the 
Third Five Year Plan. The amenities in question are : 

(a) adequate supply of drinking water; 

(h) roads linking each village to the nearest main 
road or railway station; and 
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(c) the village school building which may also 
serve as a community centre and provide 
facilities for the village library. 

The object of this programme is to enable each 
village to provide itself with these amenities, contribution 
being made by the local people mainly in the form of 
labour (Shramdan) and to the extent necessary in the 
form of money. 

The local development programmes included in the 
First and Second Plan have been appreciated and, 
speaking generally, have elicited participation from local 
communities. It is proposed to provide increased 
aBocations under this head in the Third Plan. It is en¬ 
visaged that the grants to be made by the Central and 
State Governments will be allotted to various blocks on 
"he basis of their rural population. The State Govern¬ 
ment may, however, reserve a proportion, say, up to 
]0 per cent, for giving additional help to the more 
backward blocks. 

The local development works programme is intended 
iO be undertaken in all rural areas. However, during 
hn. iterim period, until all the villages are covered by the 
community development programme, it is suggested that 
relatively larger proportion of the funds may be re¬ 
served by State Governments for, (a) backward areas, 
(b) ajeas not covered by the community development 
programme, (c) pre-extension blocks, and (d) blocks 
which have completed the first and second stage of the 
community development programme. 

The question may arise whether the local develop¬ 
ment works programme should be limited only to the 
three amenities mentioned above. It is suggested that 
these amenities should constitute the first charge on the 
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amounts made available for a development block and 
that any other items should be taken into consideration 
only when the basic requirements have been met for all 
the villages in the block. 

WORKS IN CATEGORY V 

In April 1959, the National Development Council 
approved the proposal that in areas which have a high 
incidence of unemployment there should be special works 
projects which should be organised by local authorities 
and State Governments, wages being paid at village 
rates. In the districts to be selected shortly for intensive 
agricultural development an attempt should be made to 
gain practical experience in organising special works 
projects which will supplement other efforts. In some 
other rural areas which have heavy pressure of popula¬ 
tion pilot projects for carrying out works programmes to 
utilise the rural manpower more fully than at present 
may also be drawn up. In preparing the State plans 
special care should be taken to see that there are pro¬ 
grammes of the character indicated in categories 1 to 
IV on an adequate scale, taking into account the 
special needs of the backward areas. The State Govern¬ 
ments should ensure that any special machinery needed 
to carry out these programmes is brought into existence 
sufficiently in advance. 

Labour contribution for community assets : In some 
States legislation relating to Panchayats permits the 
village Panchayat to prescribe, within a limit laid down 
by law, the number of days in the year for which free 
labour should be given by each male adult in the com¬ 
munity. State Governments are requested to consider 
(i) whether the number of days or hours of work pres¬ 
cribed may be increased so that community assets of 
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appreciable value can be built up, and (2) how best, 
with the maximum consent of the community, this 
system can be brought into operation on a large enough 
scale. The contribution may be linked with the pro¬ 
vision of village services and amenities and the building 
up of community assets and may take the form of labour 
and/or money. It should be mentioned that legislation 
on the lines mentioned above is consistent with Article 
23 of the Constitution. 

Organising rural labour for emergencies : It has 
been the custom from time immemorial for villages to 
combine together to deal with emergencies such as 
floods, water-logging, drainage, etc. In areas where such 
natural calamities are liable to occur, the community 
development organisation should see that this com¬ 
munity responsibility is understood and that the leader¬ 
ship needed is available at the right time, and that tlie 
necessary equipment is also available in the area. 

Village industries and other non-agricultural occupa¬ 
tions : The need to build up a large number of non- 
agricultural activities in rural areas has already been 
stressed. Without these it is not possible to bring about 
the balanced village economy which will use all its re¬ 
sources and specially manpower effectively and provide 
for rising levels of income and standards of living. For 
this reason rural industries have always been regarded 
as the most important element in all our national and 
local plans. They include a large group of activities— 
subsieflary occupations such as manufacture of gur, 
poultry and bee-keeping, the traditional village industries 
in which the techniques of village artisans are being 
progressively improved, industries for processing the 
agricultural products of each area, which should be 
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organised as far as possible on co-operative lines, and 
also small-scale industries using power which are closely 
integrated with large-scale industries. Undoubtedly, 
at this stage in the development of our rural areas the 
highest priority must be given to the promotion of acti¬ 
vities which directly meet local village needs and to pro¬ 
cessing industries based on agriculture. Experience 
gained in the areas selected for pilot projects in village 
and small industries and elsewhere in the country will 
suggest the lines along which this programme may be 
implemented with the greatest advantage to the economy 
of each rural area. 

January 17, 1960 
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I NCREASED agricultural production is crucial 
to the success ot* all large-scale plans of social 
nncl economic development. This has been the expe¬ 
rience of countries which are now industrially advanced 
:.nd is much more applicable in the case of under- 
rJeveloped countries like India. When the Second Five 
Year Plan was under preparation the Planning Commis¬ 
sion placed before the country the target of doubling 
agricultural production in ten years. This is in conso¬ 
nance with the goal of doubling per capita national 
income by 1976. If the gap between urban and rural 
incomes is not to widen appreciably, rural per capita 
income must at least double itself by 1976. Also only 
then can there be a stable foundation for industrial 
development on the scale to which we are inevitably 
committed. 

In this article I proposed to answer two questions : 
(1) Is it possible for the country to attain the target which 
is aimed at, viz., doubling per capita rural income by 
3 976? and (2) what are the measures that should be 
undertaken if this goal is to be reached ? 

There need be no doubt that the target we have 
placed before ourselves is attainable. As the report ot 
the World Bank has said : 
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“Proper application of known techniques, in conjunction 
with the possible expansion of irrigation and the cultivated 
area, could increase India's agricultural output four or five¬ 
fold. By the time that has been achieved, new techniques 
will have been evolved and the way will be open for further 
progress.” 

The annexure to this article shows, in tabular form, 
the highest yields secured in crop competitions organised 
in States in the last few years. These yields are many 
times higher than the local averages. Where the average 
yields are high (Andhra in rice for example) they are 
about 6 times and where they are low (Orissa in rice) 
as high as 13 or 14. The same picture obtains in 
regard to wheat. In all States there are large numbers 
of cultivators whose yields in these contests are five to six 
times average yields. These figures show the vast scope 
for increase that exists. It is common experience that 
in every region of India there are cultivators who get on 
their farms yields at least as high as those on Govern¬ 
ment farms. 

There is no reason to think that the agriculturist in 
India is conservative and reluctant to apply improved 
methods on his holdings. In 1892 the Government of 
India invited one of the best agricultural Experts of the 
time, Dr. Voelcker, to report on agricultural improve¬ 
ments in India. After visiting most parts of the country, 
he wrote: 

“At his best the Indian raiyat or cultivator is quite as good 
as, and, in some respects, the superior of, the average 
British farmer, whilst at his worst it can only be said that 
this state is brought about largely by an absence of 
facilities for improvement which is probably unequalled in 
any other country, and that the raiyat will struggle on 
patiently and uncomplainingly in the face of difficulties in 
a way that no one else would....It must be remembered 
that the natives of India were cultivators of wheat centuries 
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before we in England were. It is not likely, therefore, that 
their practice should be capable of much improvement. 
What does, however, prevent them from growing crops is 
the limited facilities to which they have access, such as the 

supply of water and manure_The native, though he may 

be slow in taking up an improvement, will not hesitate to 
adopt it if he is convinced that it' constitutes a better plan, 
and one to his advantage.” 

These remarks are truer now than ever before. Once 
the agriculturists are given facilities for adopting scientific 
agriculture they take to it readily. 

The First and Second Five Year Plans have initiated 
a comprehensive programme of agricultural development. 
In future Plans, tliese will have to be expanded steadily 
so that by 1976 every family in the countryside will be 
enabled to make the best use of its holding by adopting 
scientific methods. The aim is to evolve a self-generat¬ 
ing, diversified agricultural economy by utilising land and 
water resources to the best advantage. 

These programmes can be classified under the follow¬ 
ing heads : 

First, programmes for permanent improvements— 
irrigation, contour-bunding, soil conservation, afforesta¬ 
tion, etc. 

Second, programmes of scientific agriculture— 
approved seeds, fertilisers, organic and green manures, 
improved techniques, better implements, etc. 

Third, programmes for building up community assets 
with the help of the unutilised surplus manpower in the 
rural community. 

Fourth, programmes for non-agricultural occupations 
in the rural sector—^processing, cottage and small-scale 
industries, etc. 
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Under the first category, high priority is given to th:- 
provision of irrigation facilities through multi-purpose, 
large and medium and minor irrigation projects. The 
estimated cost of the multi-purpose, large and medium 
projects included in the First and Second Plans u 
Rs. 1,330 crore. WTien completed they will irrigate 3S 
million acres. This may be compared with the 26.5 
million acres irrigated from such sources at the time ot 
Partition. Few countries have undertaken a programme 
of this magnitude in a comparable period. It is estimated 
tliat before 1976 it would be possible to extend the area 
under irrigation from such sources to 105-110 million 
acres. The planning and execution of such projects 
should be so organised that at every stage the supplie? 
available in the reservoirs are actually utilised in thi 
fields with the least possible delay. 

Coming to minor irrigation, it is estimated that an 
aggregate area of 90-100 million acres can be served 
by such works and that this target can be achieved at 
the latest by 1976. A rough estimate of the area unde- 
actual irrigation by 1976 would thus be about 200 millior; 
acres. 

After allowing for the maximum irrigation facilities 
which can be provided, there would thus be left a large 
area—over 150 million acres—which increased yields 
can be obtained through contour-bunding, soil conserva¬ 
tion and other dry farming techniques. These measures 
should be organised and carried out over the entire area 
by 1976. An important aspect of this is afforestation 
of catchment areas of rivers and plantation of useful 
timber trees. 

Detailed programmes for rapid introduction of scien¬ 
tific techniques form an important part of the Second 



45 


Five Year Plan. These will have to be continued and 
their scope enlarged so as to cover the entire area under 
cultivation. More fertiliser plants will have tc be set up 
:ind alternative fuels like soft coke supplied so that 
cow-dung, etc. may be available for use as manure 
instead of being wasted as fuel. More attention should 
also be paid to agricultural implements, and programmes 
for dealing effectively with plant diseases, etc. should 
cover the whole country before the end of the Third 
Five Year Plan. 

The establishment of subsidiary industries to provide 
income from non-agricultural occupations has not made 
sufficient progress hitherto. At present, intensive pilot 
projects are in operation in 26 blocks to gain experience 
in the setting up of processing and cottage and small- 
scale industries in rural areas. The experience gained 
in these pilot projects should be utilised for spreading 
the movement over as large an area as possible. 

In what 1 have said above, I have attempted to give 
a general indication of the lines on which agricultural 
planning for the rural sector should proceed if the target 
of doubling per capita rural income by 1976 is to be 
achieved. In the First Five Year Plan, financial alloca¬ 
tions amounting to Rs. 170 crore a year were made for 
rural programmes. In the Second Five Year Plan, they 
amounted to over Rs. 220 crore a year. In both cases, 
funds allotted for credit (short, meffium and long-term), 
rural electrification, fertiliser factories, industries in rural 
areas, etc., have not been included. There is no doubt 
that in the Third and later Plans these allocations will 
have to be considerably increased. Production targets in 
different branches of agriculture have been worked out. 
They need not be set out here. One point in regard to 
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these may be stressed. In the Third Plan, emphasis will 
continue to be on the production of cereals. In the 
Fourth and Fifth Plans, emphasis will shift to protective 
foods; oilseeds; plantation products, like coffee, tea and 
rubber; and raw materials for industries, like long-staple 
cotton and jute. 

The targets we have placed before ourselves may 
appear to be ambitious; but they are no more than what 
are needed for the economy as a whole, taking into con¬ 
sideration the increases in the population that will take 
place in the intervening years. These can be achieved 
successfully if tv^o conditions are fulfilled. First, the 
administration must increase its efficiency in all direc¬ 
tions. The planning for projects must be more thorough, 
aiming at concrete results at every stage for all expendi¬ 
tures incurred. Implementation must be prompt and 
procedures leading to delays avoided. The district admi¬ 
nistrations should organise a system of distribution by 
which supplies and services and credit will be available 
to the 70 million families in the countryside at the right 
time and place. Secondly, official and non-oflacial 
leadership should work together at aU levels and ensure 
that people everywhere take their share in the making of 
the Plans and feel that the Plans are theirs. It is only 
in this way that they will carry them out with a sense 
of proprietorship and make them successful. More than 
anything else, rural communities organised in small self- 
governing units—^Panchayats and co-pperatives—should 
build up remunerative capital assets for the benefit of 
the community when intensive agricultural operations are 
not possible. Capital formation of this kind is one of 
the effectivie ways in which underdeveloped economies 
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can achieve large-scale social and economic development 
through their own efforts. 

I suggest that in the Third Five Year Plan, the 
country should aim at building up assets yielding an 
income of 500 crore rupees a year. This would be about 
Rs. 50 a year for every member of the working force in 
rural India. The essence of democratic planning is that 
men and women working together for abolishing poverty 
achieve social cohesion and unity. Such efforts are 
invaluable especially at the present time when India is 
facing a difficult situation. 


Crop Competitions and States^ Yields 




Highest 

State 

Ratio of 

STATE 

Year 

yield per 

average 

col. (3) 



acre 

yield 

to 



(lb.) 

per acre 

col. (4) 




(lb.) 


RICE 


Andhra Pradesh 


Assam 


1951-52 

4,710 

879 

5-4 

1952-53 

6,154 

905 

6-8 

1953-54 

6,652 

1,078 

6-2 

1954-55 

6,707 

1,087 

6-2 

1955-56 

6,859 

1,015 

6-8 

1956-57 

6,075 

1,006 

6-0 

1951-52 

5,677 

809 

70 

1952-53 

5,924 

874 

6-8 

1953-54 

5,533 

870 

6*4 

1951-52 

5,269 

454 

11-6 

1952-53 

6,527 

577 

11-3 

1953-54 

6,721 

707 

9-5 

1955-56 

5,759 

613 

9*4 


Bihar 
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Highest 

State 

Ratio of 

STATE 

Year 

yield per 

average 

coK (3) 



acre 

yield 

to 



(lb.) 

per acre 

col. (4) 




(lb.) 


Bombay 

1951-52 

5,802 

550 

10-5 

1952-53 

10,861 

645 

16-8 


1953-54 

9,325 

817 

11*4 


1954-55 

8,864 

822 

10*8 


1955-56 

8,776 

786 

II-2 


1956-57 

8,399 

812 

10-3 

Kerala 

1951-52 

4,550 

807 

5-6 


1952-53 

4,634 

740 

6-3 


1953-54 

5,266 

923 

5-7 


1954-55 

6,308 

986 

6-4 


1955-56 

7,021 

1,025 

6-8 

Madhya Pradesh 

1952-53 

7,940 

603 

13-2 


1953-54 

6,445 

623 

10-3 


1954-55 

7,110 

583 

12*2 


1956-57 

6,010 

758 

7-9 

Madras 

1951-52 

8,047 

899 

90 


1952-53 

7,504 

891 

8-4 


1953-54 

5,471 

1,122 

4-9 


1954-55 

5,404 

1,149 

4-7 


1955-56 

5,869 

1,209 

4-9 


1956-57 

6,167 

1,255 

4-9 

Mysore 

1951-52 

7,546 

943 

80 


1952-53 

5,844 

895 

6*5 


1953-54 

7,460 

1,032 

7*2 


1954-55 

6,939 

951 

7*3 


1955-56 

8,228 

1,187 

6*9 

Orissa 

1951-52 

6,925 

506 

13-7 


1952-53 

7,336 

520 

141 


1953-54 

5,348 

527 

101 


1954-55 

5,924 

513 

11*5 

Punjab 

1951-52 

4,374 

717 

61 


1952-53 

4,169 

852 

4.9 


1953-54 

5,513 

885 

6*2 


1954-55 

5,482 

825 

6.6 


1955-56 

4,505 

698 

6-5 
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STATE 


Year 


Highest State Ratio of 

yield per average col. (3) 

acre yield to 

(lb.) per acre col. (4) 
(Ib.) 


Rajasthan 

U.P. 


W. Bengal .. 


Himachal Pradesh 

Manipur 

Tripura 


Andhra Pradesh 
Bihar 


Bombay 


1952-53 

3,648 

570 

6-4 

1953-54 

3,899 

1,060 

3-7 

1951-52 

4,534 

396 

11-5 

1952-53 

3,166 

469 

6*8 

1953-54 

3,175 

558 

5*7 

1954-55 

3,984 

531 

7-5 

1955-56 

4,307 

614 

7-0 

1956-57 

5,194 

537 

9-7 

1952-53 

4,937 

861 

5-7 

1953-54 

8.857 

1.099 

81 

1954-55 

6,714 

865 

7-8 

1955-56 

4,778 

92 0 

5-2 

1951-52 

3,017 

432 

7-0 

1952-53 

3,191 

448 

7-1 

1953-54 

3,239 

840 

3-9 

1955-56 

3,746 

1,181 

3-2 

1951-52 

2,349 

788 

3-0 

1952-53 

2,328 

761 

31 

1953-54 

3,072 

779 

3-9 

1954-55 

3,332 

815 

4-1 


WHEAT 


1951-52 

2,412 

284 

8-5 

1951-52 

3,768 

377 

100 

1952-53 

6,015 

553 

10-9 

1953-54 

5,636 

566 

9-9 

1955-56 

5,356 

545 

9-8 

1951-52 

4,880 

412 

11-8 

1952-53 

2,884 

396 

7-3 

1954-55 

4,944 

497 

9-9 

1955-56 

5,500 

461 

11-9 

1956-57 

4-985 

377 

13-2 
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Highest State Ratio of 

STATE Year yield per average col. (3) 

acre yield to 
(lb.) per acre col. (4) 

(lb.) 


Madhya Pradesh . 

. 1951-52 

4,462 

349 

12*8 

1952-53 

7,257 

475 

15*3 


1953-54 

5,317 

484 

11-0 


1954-55 

4,408 

556 

7-9 

Orissa 

. 1952-53 

2,404 

560 

4-3 


1953-54 

4,326 

560 

7-7 


1954-55 

4,944 

517 

9-6 

Punjab 

. 1951-52 

6,252 

896 

7-0 

1952-53 

6,372 

987 

6-5 


1953-54 

5,933 

949 

6-3 


1954-55 

6,882 

982 

7-0 


1955-56 

6,425 

830 

7-7 


1956-57 

3,733 

921 

4-1 

Rajasthan .. 

. 1951-52 

4,330 

589 

7-4 


1952-53 

6,374 

962 

66 

U.P. 

. 1951-52 

4,460 

683 

6-5 


1952-53 

5,053 

758 

6*7 


1953-54 

3,591 

754 

4-8 


1954-55 

4,031 

791 

5-1 


1955-56 

4,120 

684 

6-0 


1956-57 

4,116 

699 

5-9 

W. Bengal .. 

. 1951-52 

4,639 

687 

6*8 

1952-53 

3,832 

727 

5-3 


1953-54 

4,268 

635 

6-7 


1954-55 

4,211 

686 

6-1 


1955-56 

4,730 

609 

7-8 

Delhi 

. 1952-53 

5,134 

1,022 

5-0 

Himachal Pradesh . 

. 1952-53 

4,429 

297 

14-9 


Years in which no competitions were held are omitted 





Economics of 
Joint Co-operative Farming 


SHRIMAN NARAYAN 

Member, Planning Commission 


S INCE serious discussion is going on both in the 
public and in the Press regarding the economics of 
co-operative farming, it will be useful to study this subject 
from an objective and scientific point of view. 

The idea of co-operative farming is nothing new. 
In the First Five Year Plan a number of suggestions 
were made for encouraging and assisting small farmers 
to constitute co-operative farming societies. The State 
Governments were requested to draw up vast pro¬ 
grammes for co-operative farming. But, unfortunately, 
little action was taken in that direction. The Second 
Five Year Plan also stated that there was general agree¬ 
ment that co-operative farming should be developed as 
rapidly as possible. “The main task during the Second 
Plan period is to take such essential steps as will pro¬ 
vide sound foundations for the development of co-opera¬ 
tive farming so that over a period of ten years or so, 
a substantial portion of agricultural lands is cultivated 
on co-operative lines.” Targets for co-operative farming 
were to be fixed after discussion with individual States. 
But, for one reason or another, the State Governments 
did not pursue these experiments in a systematic manner. 
The slow progress towards co-operative farming is partly 
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due to certain doubts and controversies about the practi¬ 
cability of joint co-operative farming methods. 

In fact, considerable confusion in regard to the merits 
and demerits of co-operative farming arises owing to 
certain amount of vagueness about the definition of co¬ 
operative farming. Broadly speaking, there are three 
types of farming which are considered co-operative 
in nature. Firstly, there is what we call “Co¬ 
operative Joint Farming” where ownership of land, 
which is pooled together, is preserved and the title and 
value of the land contributed is one of the factors which 
is taken into account when income is shared. In such 
co-operatives the members can also withdraw from the 
organisation in accordance with certain conditions. 

Secondly, there are co-operative collective farming 
societies where, in addition to land, all other resources 
of the members are pooled together and the ownership 
of the land disappears in so far as the farm-income is 
divided among the members only according to the work 
done by each of them. This should not be confused 
with the “Kolkhoz” systfem in the Soviet Union and other 
Communist countries because in the latter there is neither 
voluntary membership nor democratic principles of self- 
determination and self-administration. 

Thirdly, there are various forms of co-operation in 
the processes of agriculture, including weeding, harvesting, 
threshing, manuring, irrigation and marketing. Such 
mutual aid in agricultural operations is organised through 
“Service Co-operatives.” Dr. Otto Schiller, the well- 
known German expert on co-operation, terms this form 
of co-operation as “individual farming on co-operative 
lines.” 
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There is, thus, ample scope for exper imenting with 
all these three types of co-operative farming in India. 
There should not be too much rigidity in such experi¬ 
ments and different forms of co-operative farming should 
be allowed to develop on purely voluntary lines in 
accordance with local conditions. The Second Five Year 
Plan makes it quite clear that “at this stage of develop¬ 
ment, considerable flexibility is needed in the matmer 
in whidi the lands may be pooled and operated in co¬ 
operative units.” “A variety of forms of organisation 
can be considered and in different situations, different 
combinations of arrangements are likely to yield the best 
results.” For example, the farm, as a whole, may be 
managed as a single imit for all purposes or for some 
selected purposes. Groups of families may form “sub¬ 
units” within the co-operative farm or, as is likely in the 
first stage of co-operative development, there may be 
family holdings supplemented by joint work for specific 
purposes. It will be helpful to quote the following 
observations contained in the Second Plan: “Consider¬ 
able practical experience has to be gained in carrying 
out co-operatively agricultural and other activities under 
different ctmditions and an attitude of experiment should 
be maintained in all matters of detail. The effort should 
be to work out the best solutions through systematic 
study and observation and make them known as widely 
as possible so that peasants may adapt them readily to 
their own conditions.” 

The Prime Minister, in the course of his recent state¬ 
ment, has ma de it abundantly clear that co-operative 
farming should be distinguished from collective farming 
and that there is absolutely no intention of imposing 
joint co-operative farming on the Indian peasantry. To 
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begin with, it is intended to spread a network of Service 
Co-operatives throughout the country on a very wide 
scale. There can be no two opinions about the utility 
of such Service Cooperatives in improving agricul¬ 
tural conditions in India. Wherever these Service Co¬ 
operatives voluntarily lead to joint co-operative fanning, 
the farmers should be given the necessary facilities for 
trying the experiment. 

It should, however, be clear that such joint co-opera¬ 
tive farms need not be of a very big size. The Russian 
collective farms are ten, twenty, thirty and even forty 
thousand acres strong. In our country, I think, it would 
be enough, if 25, 50 or 100 families join together their 
plots of land and carry on common cultivation, more or 
less, as a joint family. For the success of joint farming 
it is essential that the families joining together should 
possess a sense of close kinship and social cohesion. It 
is evident that joint co-operative farming would be 
eminently suitable in the Graradan villages where the 
individual farmers voluntarily agree to surrender their 
individual proprietary^ rights to the village community. 
Joint farming could also be tried with profit in the newly 
reclaimed agricultural colonies. 

It will be interesting to know that Gandhiji was fully 
in favour of co-operative farming methods in India. 
Writing in the Harijan of February 15, 1942, Gandhiji 
observed: “1 firmly believe that we shall not derive the 
full benefits of agriculture until we take to co-operative 
farming. Does it not stand to reason that it is far better 
for a hundred families in a village to cultivate their lands 
collectively and divide the income therefrom than to 
divide the land anyhow into a hundred portions?” 
Gandhiji's notion of co-operation was that the land 
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would be held in co-operation by the owners and tilled 
and cultivated also in co-operation. “The owners would 
work in co-operation and own capital, tools, animals, 
seeds, etc., in co-operation.” Gandhiji maintained that 
co-operative farming of his conception “would change 
the face of the land and banish poverty and idleness in 
their midst.” He, however, added: “All this was only 
possible if people became friends of one another and 
lived as one family.” It will be useful to know that 
Gandhiji was in favour of joint co-operative fanning 
rather than merely the formation of Service Co-operatives. 
The Prime Minister is, therefore, following a very 
cautious approach and there is hardly any element of 
radicalism in his proposals. 

It should also be clearly understood that co-operative 
farming does not necessarily imply mechanisation of 
agriculture. It is wrong to think that in large mechanised 
farms production per acre is greater than in small-scale 
and intensively cultivated farms. In fact, figures of 
agricultural production per acre clearly indicate that, in 
general, it is larger in smaller and intensively cultivated 
farms than in ‘giant’ farms. For example, smaller farms 
in Japan yielded twice as much, and in Denmark and 
Switzerland four times as much, as the bigger farms in 
America and Australia. It is true that on the ‘giant’ 
farms, productivity per man increases, but not per acre. 
This is an important point which must be clearly under¬ 
stood by all those who are interested in the development 
of agriculture in India. 

For the success of co-operative farming in India it 
would be absolutely necessary to make proper arrange¬ 
ments for the training of a good number of honest and 
efiScient workers who could help the agriculturist in a 
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spirit of sacrifice and service. In the absence of such 
honest and sincere workers, co-operative farming may 
become another form of economic exploitation. There 
is no reason, however, why co-operative farming in India 
should not succeed according to a phased programme. 
The success of Service Co-operatives would gradually 
create a favourable atmosphere for joint farming on co¬ 
operative lines. Needless to add that this process of 
co-operative farming must be purely optional and volun¬ 
tary and there should not be any kind of coercion and 
compulsion in this matter. The Indian farmer is an 
intelligent person possessing robust commonsense, and if 
the economics of co-operative farming is properly ex¬ 
plained to him, he is bound to take to it of his own 
free will. 



Rival Objectives^ 
In Planning 

ASOKA MEHTA, m.p. 


. More Output or More Employment?^ 

A very distinguished British economist, Sir Dennis 
Robertson, has said: 

“The sacrifices necessary to achieve (economic) 
growth consist not only in passive abstinence from 
consumption, but in something which is much hwdet 

.. namely, consent to being disturbed in 

established routine of life and work.” 

When we consider the employment aspect, and 
even more the employment angle, of economic develop¬ 
ment, it is necessary to remember that it invdves 
considerable change in the established rhythm of life 
and work. The policy of tapping the energies of un¬ 
employed or under-employed persons for development 
assumes such an alteration in the rhythm. 

The Second Five Year Plan, as originally conceived, 
had provided for increase of eight million jobs. These 
were additional jobs and not replacement. For instance, 
if a teacher retires and a new teacher is recruited, or if a 
shopkeeper dies and his son steps in, it is replacement, 
not additional employment. But if a new school is 
started, or a new shop opened, it is assumed to provide 
additional employment. 
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Even with additional eight million jobs proposed 
under the Second Plan, unemployment is expected to 
be greater in 1961 than in 1956! In the latter year, 
on rough calculations, five million persons were un¬ 
employed. In 1961 their number will be seven million 
(or more, to the extent the expected number of jobs 
do not in fact get created). The recent re-phasing of 
the Plan has reduced the employment potential from 
eight to seven million. That means that on present 
rough calculations, there will be three million more job¬ 
less in 1961 than in 1956. 

How do the jobless increase when so many new 
jobs are being created ? The paradox can be easily 
resolved. Because of increasing population, every year 
two million persons are added to those seeking employ¬ 
ment. Therefore, even when eight or seven million 
jobs are created over a five-year period, unemployment 
increases. 

A considerable part of unemployment in India is 
covered up by traditional social and economic structure. 
In our villages, there are large families who eke out a 
miserable existence from land. There are too many 
persons working on limited land, and, as everyone 
knows, our peasants are unemployed for many months 
in a year. Such widespread under-employment is also 
known as “disguised unemployment/’ because it does 
not erupt into the open in a menacing way. 

Prof. C. N. Vakil has said : “ITie problem of dis¬ 
guised unemployment arises because the economy does 
not step up the rate of investment above that of popula¬ 
tion growth.” We should add that the crucial conside¬ 
rations aife both rate and type (or pattern) of invest¬ 
ment. There are many who argue that with the same 
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investment that is proposed under the Second Plan, 
with less emphasis on heavy industry and transport, 
many more jobs can be created. Before we examine 
that thesis, let us consider whether unemployment is 
affected by increase in population only. 

Technological changes can also bring about 
unemployment. If in a textile mill, ordinary (i.e., 
Lancashire) looms are replaced by automatic looms, 
the number of weavers falls. In the Steel Works at 
Jamshedpur, nearly 28,000 workers were working to 
produce one million tons of steel a year. With 
modernisation and expansion, 26,000 workers will be 
sufficient to produce two million tons! In the steel 
mills that the State is setting up, just 8,000 to 10,000 
workers will be needed to produce a million tons. That 
is why in many industries, technological changes are 
being restricted. In cotton textiles, automatic looms 
are generally not permitted, though they help to pro¬ 
duce cheaper and better cloth and reduce the strain of 
work; again, certain lines of production are reserved 
for handlooms, and the handloom products are subsi¬ 
dised by a cess levied on mill cloth. There are some of 
the countervailing measures adopted to guard against 
technological unemployment. 

It is, however, argued that development itself 
increases unemployment. With the changes that 
economic progress introduces, traditional social organi¬ 
sations break down and disguised unemployment comes 
out into the open. The village economy and faijiily 
solidarity begin to disintegrate and more and more 
persons move out of villages in search of jobs. Dr. 
K. N. Raj has argued this point with ccmsiderable 
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lucidity and brilliance. We shall quote here just one 
paragraph from his stimulating brochure : 

'*The problem of employment in underdeveloped 
economies is essentially a problem which grows in size. 
For, with the progress of economic development and 
the consequent changes in physical and mental environ¬ 
ment, the remnants of the older form of social organisa¬ 
tion may he expected to release the surplus labour they 
still hold. In other words, it is of the essence of the 
process of economic change and growth that the supply 
•of labour offering itself for employment will progres¬ 
sively increase, even without growth of population'* 

Disguised unemployment becoming open is an 
inescapable concomitant of development. 

In early stages of development, we have, therefore, 
three streams of unemployment to reckon with. To find 
work for such expanding force would require consider¬ 
able investments no matter how simple and decentralised 
be the methods of production. 

It has been suggested, particularly by Prof. Ragnar 
Nurkse, that the surplus population in villages should 
be made to work on projects like irrigation, etc. that 
would increase productivity and augment opportunities 
of work and income : 

**Spare time is the basic source of capital accumu¬ 
lation. In overcrowded peasant communities spare time 
already exists in the form of surplus labour. The 
transfer of this labour from current to capital work 
need not involve an intolerable sacrifice of already low 
living standards. It could be done by everybody on the 
land devoting part of his time to capital work. But 
division of labour is the more effective principle, here 
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as elsewhere. It means that the community’s spare time 
is segregated into a separate labour force devoted entirely 
to capital work.” 

In every village, a part or whole of the surplus 
labour needs to be put to work on improving land, pro¬ 
viding irrigation facilities by digging or deepening tanks, 
constructing roads and so forth. This surplus labour 
need not be paid, and the workers continue to feed with 
their families. Such a change presupposes a heightened 
social consciousness and willingness on the part of those 
engaged in agricultural as also in capital works activities 
to accept a new rhythm of work. 

Similar suggestions have been made in our counti 7 
in the name of land volunteers, community work, Gram- 
dan and “Ek Ghanta Desh Ko” movemtent. Their suc¬ 
cess depends upon the leadership in rural areas, organi¬ 
sational efforts at the grass roots and willingness to 
alter “the established routine of life and work”. 

Dr. Raj argues that a better way would be to divert 
productive ends, rents and other incomes drawn from 
the agriculturists by non-agriculturists, that is, with¬ 
drawing the incomes of “sterile” classes and utilising 
them for productive ends. Such expropriation of rent 
would necessitate readjustment of living on the part of 
those who live wholly or partly on rent and similar 
incomes frmn land. Here, too, a large section of the 
people must be prepared to alter its “routine of life 
and work”. 

There are others who have advocated formation of a 
Land Army—surplus labour drawn away, organised and 
set to work cm definite projects of land imiHX>vement. 
Such an “army” would have to be fed and maintained; 
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iin'ess production of food and other elementary neces¬ 
sities grows, the increased supply of money made avail¬ 
able to the “army” would merely push up prices. Wages 
can be paid to many who are now unemployed and are 
being put to work provided the supply of goods on which 
they would spend their meagre wages—food, cloth, salt, 
etc.—is proportionately increased. Such goods are 
known as “wage-goods”. The bottleneck to more 
employment, even of the most elementary type, is 
created by wage-goods. To increase their supply 
demands more efficient efforts by agriculturists and 
artisans, again a matter of alteration of “the routine of 
life and work”. To improve productive efforts of millions 
of scattered producers, a fairly effective organisation is 
needed. 

In centralised production, the needed organisation 
emerges through centralisation, it is as it were “built- 
in”; in decentralised production, where quick improve¬ 
ments are needed, a far-flung organisation has to be 
deliberately created. As they say in economic jargon, 
the lower input of capital has to be made up by a 
larger input (or dose) of organisation ! 

Even when all these issues are thrashed out, the 
ultimate dilemma does not disappear. The following 
illustration offered by Dr. Raj is significant: 

"'Thus, to take an illustration, the construction of the 
Bhakra-Nangcd project in the North-West India—the 
largest single investment scheme in the First Five Year 
Plan—is not only more capital intensive than would 
seem appropriate in the conditions of an underdeveloped 
economy, but the employment created is in a region 
where unemployment is least, {rural) wage rates are 
highest, and the costs of transfer of labour from the 
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surplus areas are perhaps greatest. Nevertheless, the 
expected increases in agricultural output in this region 
have been considered substantial enough to justify the 
choice of the scheme*^ 

More of output or more of employment? The two 
objectives sometimes clash. There, not only regional 
disparities have to be ignoi'ed but technological changes 
have to be welcomed. An economy that is solely employ¬ 
ment, oriented may not turn out to be a developing 
economy at all. 

ii. Social Service or Industry? 

I T IS possible to argue that the most beneficial pattern 
of investment would be in promoting welfare of 
the people. To foster health, education and housing 
of the people, is to make them better citizens and, 
therefore, ex hypothesi better, productive, workers. The 
Prime Minister recently characterised such efforts as 
“investment in men.” 

The far-reaching implications of such investment, 
even from the limited point of view of increasing pro¬ 
duction (which is usually the immediate purpose of 
development), can be brought out if we consider the 
question of a marginal increase in the intake of food. 

In underdeveloped areas calorie intake per day is 
around 2,100; in a group of middle per capita income 
countries, the calorie intake is between 2,200 and 2,800; 
in the advanced countries it is above 3,000 calories per 
day. On the relation between calorie intake and pro¬ 
ductivity it needs to be remembered that the amount of 
calories required depends on the size of the man and 
on the nature and strenuousness of his activities. A 
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five-foot six-inch man weighing 130 pounds requires 
about 1,400 calories for his resting metabolism alone, 
while a six-foot man of normal weight will usually re¬ 
quire over 1,700 calories for the purpose. For every 
activity additional calories are needed. Thus, for simply 
sitting, an additional intake of 15 to 20 calories per 
hour will be needed, but for moderate work the addi¬ 
tional calories required will probably be between 80 tc', 
240 per hour. 

The significance of these figures can be seen if we 
consider a few calculations. Let us assume 1,500 
calories for resting metabolism, and a day that is made 
up of eight sleeping and sixteen waking hours. Counting 
1,500 calories for resting metabolism, adding approxi¬ 
mately 100 calories per hour for moderate work for a 
period of four hours, and adding to this about 20 
calories per hour for the remaim’ng twelve hours of 
relaxation, we get a total of 2,140 calories nebded to 
support a 4-hour work day. Now we observe that an 
addition of 320 calories, or a total of 2,460 calories, will 
support an 8-hour work day of the same degree of 
strenuousness as before. What this implies is that if at 
the outset there is an income suflBcient only to enable 
the earner to obtain a diet of 2,140 calories, his output 
can be doubled by increasing his income, or diet, to 
reach 2,460 calories. To that extent lethargy and 
absenteeism wiU decline. 

'TAe direct connection between calorie intake and 
productivity is shown very clearly in a number of studies 
by Kraut and MuUer made in Germany between 1942 
and 1945. Twenty men building an earth embankment 
shifted 1.5 tons of earth per hour per man when they 
consumed 2,400 calories, but when the calorie intake 
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was raised to 2,900 the output rose to 2.2 tons per man 
{and at the same time, body weight increased by about 
^ pounds per man). Allowing 1,600 to 1,800 cator/«s 
for metcdjolism and relaxation, we see that {approxi¬ 
mately) a 60 per cent increase in ‘working^ calories 
leads to an almost 50 per cent increase in output. 

“But of greater interest for our purpose is that a 21 
per cent increase in total calorie intake results in an 
almost 50% rise in output." {Harry Leibenstein : Eco- 
nomic Backwardness and Economic Growth, p. 65) 

In education a similar case can be made out. India 
is less literate compared to the level of industrialisation 
achieved, as Thailand is more literate compared to its 
level of industrialisation. Since 1900, howevter, India 
has exhibited faster educational than economic progress. 
That has slowly narrowed the gap created by die more 
rapid economic development (compared to educational 
development) of the ninetefcnth century, although in 
1951 the difference had not yet disappeared. Percentage 
of illiterates in the population aged 10 and over in 1951 
was 80, as against expected percentage of 61—^thc gap 
being 19%. 

The implications are brought out in the following 
observation ; “The differential rates of economic advance 
for the educationally retarded and the educationally 
advanced countries point to the importance of the dis¬ 
semination of literacy and education in the transforma¬ 
tion of peasant-agricultural nations into urban-industrial 
nations. In die ‘boot strap’ operation in which all 
underdeveloped countries are Engaged, training the 
population for urban-industrial occupaticms is crucial to 
the achievement of higher levels of industrialisation. 
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Clearly the countries that today are ahead educationally 
will find it easier to achieve this goal than those that 
are behind. The latter countries will find their lack of 
literate and trained manpower a major obstacle to rapid 
industrialisation. Paradoxically, tliey will need to spend 
a great share of their wealth, even though they have 
almost none, for the long neglected goal of mass educa¬ 
tion before they can aspire to become modern industrial 
states.” {LIyle W. Shannon : Underdeveloped Area, p. 
113) 

Similar reasoning can be supplied in support of a 
case favouring larger investment in measures of health 
as also in housing. None can gainsay that such invest¬ 
ments would be beneficial and ultimately productive. 

The difficulty, however, is that there is no direct and 
causal relationship between such investments and 
increased output. Provision of irrigation or of fertilisers 
can result in increase of output that is measurable. The 
Planning Commission has devised “yardsticks” for the 
achievements that such potentials are calculated to yield. 
No such yardsticks can be devised for Investment in 
Man. Such investments are good in themselves and are 
bound, in course of time, to yield results. 

When there are limited resources, as is the case in 
underdeveloped countries, cruel dilemmas confront us. 
If, in a fair-sized textile mill, workers are to be pro¬ 
vided with quarters, an additional investment of Rs. 2 
crore may be needed. Would anyone come forward to 
put so much more money for setting up a textile mill? 
And, if the additional investments are somehow pro¬ 
vided, will that not slow down the expansion of 
factories ? 
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Recently a committee reported that: 

“The number of houses required to be constructed 
during 1951-61 to meet the quantitative shortage in 

housing is estimated at 8.9 million . During the 

same period only about 3 million dwelling units would 
be constructed in urban areas both by the public autho¬ 
rities and private agencies.” 

The shortage in housing by 1961 would be about 
6 million or twice the figure in 1951. Another com¬ 
mittee has recently computed that to build 500,000 
houses it would cost Rs. 270 crore. To build six million 
houses would, on that basis, cost Rs. 3,240 crores or 
two-thirds of our entire Plan outlay. 

We have, therefore, to choose between housing and 
other things : not only between housing, education and 
health but between such social services and expanding 
transport, developing irrigation and power facilides, and 
expansion of industries and mines. Such varied choices 
will mean that the housing situation will become more 
acute in 1961 than it was in 1951. 

Economic planning only means wise choice of 
investments. It does not and cannot mean the end ot 
difGcult, harsh choices, nor can it lead, here and now, 
to the satisfaction of all the wants felt. 

Under democratic planning we are called upon to 
make difficult choices in a meaningful manner, where 
the consent of the people is elicited and their co-opera¬ 
tion in facing the hardships enlisted. It cannot mean, 
as some people seem to Aink, the end of excruciating 
alternatives and a macadamised road to plenty. Awkward 
and unpleasant choices can in no way be wished out of 
exi.stence. 




Agriculture And Industry 
In National Development 

TARLOK SINGH 
Additional Secretary, Planning Commission 


O N the eve of every Five Year Plan it is natural 
for different schools to join battle over the issue 
of resources and priority for agriculture and 
industry. Those who press these relative claims are 
themselves the first to agree that agriculture and 
industry are inter-dependent and neither can go far 
without the support of the other. If this be so, it may 
be useful to set out briefly how agriculture and industry 
are related to each other and to point to some of the 
larger questions which merit greater attention at the 
present time. 

Sometimes, in arguing for agriculture or for industry, 
an appeal is made to history. Hie lessons of history, 
in economic as in other fields, have to be read with 
discrimination. There is no exact parallel for us to 
follow. No country now economically advanced had 
to wrestle with a large population and with pressure 
on the soil and disguised unemployment on the same 
scale as ours. The elements which dominated in the 
development of agriculture differ from country to 
country. 

In England, the agricultural revolution came before 
the industrial revolution and was a product of (a) the 
expansion of the market brought about by the trading 
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activities of a seafaring people, (b) the enclosure move¬ 
ment which increased the size of the unit of cultivation, 
and (c) the technological improvements leading to 
increased productivity which were initiated by the 
reforming landlords of Britain. In France, the estab¬ 
lishment of peasant proprietorship at the end of the 
18th and the beginning of the 19th centuiy cleared the 
way for agricultural development, but progress was dow 
until agriculture came under the stimulus of improved 
transport some SO years later. In Germany, both 
Government policy and co-operatives played the leading 
role. In Japan, agricultural advance preceded the first 
phase of industrial development, its main contribution 
being through circumstances forced upon it which led 
to greater commercialisation of agriculture as well as to 
larger tax burdens being borne by it. In the United 
States, natural advantages gave the first push, but this 
was soon reinforced by capital and skills brought by 
immigrants and by improvements in agricultural practices 
and technology. 

A point of common interest in all these countries 
which has meaning for us is that whether in the first 
stage of economic advance agriculture was a little ahead 
of industry or industry of agriculture, neither could be 
out of step with the other for any length of time. If 
comparisons are made over periods which are not too 
short, it is observed that a flourishing industry and a 
depressed agriculture have never gone together. 

The basic connections between agriculture and indus¬ 
try can be expressed in a few words. Agriculture has 
to meet the increased demands for food, for raw 
materials and for the supi^y of labour which arise from 
the growth of industry and the progress of urbanisation 
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associated with it. At the same time, agriculture must 
meet the challenge of population growth and of demands 
for improved nutrition. In the early stages it is primarily 
the task of agriculture to make a healthy balance of 
payments possible. In turn, industry provides the 
means for raising the productivity of agriculture and of 
transforming it from a traditional way of life into a 
commercial and industrial activity demanding complex 
skills and techniques. Industry also provides the 
openings which may draw away increasing proportions 
of rural workers, thus enabling those who remain behind 
to raise their levels of productivity and enjoy larger real 
incomes. 

In any balanced approach to economic development, 
there are a number of important considerations to be 
kept in view. The first concerns the relative contribution 
of agriculture to the growth of the economy. Where 
agriculture accounts for as much as 40 to 50 per cent 
of the national product, its rate of growth should be 
at least as high as the rate of growth desired for the 
economy as a whole. There are circumstances which 
make this a practical proposition, at any rate, in the 
earlier stages of development. During this period, 
starting from low levels of productivity, small improve¬ 
ments bring about large increases in production, so that 
the capital-output ratio can be highly favourable to 
agriculture. In later phases, when agriculture demands 
much larger investments in the production of equipment, 
fertilisers, irrigation, etc. the ratio becomes less favour¬ 
able. Also, in the early stages, thanks to the force of 
custom and the abundance cS. manpower, non-mmietised 
investments can play a larger role than is possible later. 
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Another factor in favour of agriculture being given 
the emphasis due to it is that here the processes for 
increasing production are more or less identical with 
those for using the available manpower resources more 
intensively and ensuring fuller employment. From the 
aspect of capital formation also a similar conclusion 
emerges. In an undeveloped economy, in wider interest, 
every sector should contribute its utmost. In a predomi¬ 
nantly agricultural country, unless the rural eomomy 
is enabled to make its full contribution, the over-all rate 
of capital formation will be necessarily small and 
inadequate. IThe methods of getting die maximum 
capital formation in each branch of the economy have 
to be linked with its specific requirements and possi¬ 
bilities. It is mainly through more intensive development 
in rural areas that it will be possible to increase rural 
capital formation. The pattern of development for the 
economy as a whole has therefore to be such as will 
directly and speedily assist this objective. 

Much of what has been said points to a large measure 
of identity between the needs of agriculture and those 
of the national economy viewed as one integrated 
structure. The very process of growth, however, places 
agriculture and the rural population at some disadvantage 
and so accentuates the conflict between rural and urban 
interests. This may present itself in various ways, 
notably through: (a) increase in the share in die 
national product of industry relative to agriculture, 
(b) greater increase in productivity per man in industry, 
and (c) highesr relative incomes in industry than in 
agriculture. It is true that many of those who benefit 
from the development of industry come originally from 
rural areas. Nevertheless, there is a sense of contrast 
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between agriculture and industry which tends to deepen 
and has important consequences both for policies relating 
to prices and taxation and in other spheres. 

The forces at work are of a somewhat basic character 
and will persist. They need to be approached, not in 
terms of palliatives or short cuts, but from the broader 
standpoint of (a) the rate of growth in the economy 
as a whole, (b) the pattern of industrialisation, and 
(c) the structure of the rural economy. On the first 
consideration, it is enough to stress here that it is only 
in the context of a rapidly expanding economy that we 
can expect to establish a correct balance between the 
growth of the rural and the industrial sectors and to 
resolve the tensions embedded in them. 

In the ordinary course of industrial development, 
whether undertaken by public or by private agencies, 
rural areas come into the picture somewhat indirectly 
or after a long interval of time. Apart from building up 
adequate potentials in certain basic industries, the main 
objective of policy over the rest of the field should be 
to spread industrial opportunities as widely as possible, 
to strengthen and diversify the rural economy, and to 
carry a great deal of industry to rural areas as well as 
to small and medium-sized towns. 

It is a disturbing fact about our rural economy that 
though it is now provided witli a growing network of 
extension services and large investments in irrigation 
are being made, and, in some measure, land reform is 
already exerting its social impact, the fundamental weak¬ 
nesses implicit in small and uneconomic holdings and 
all that goes with them in our conditions have not been 
materially affected by the important economic develop¬ 
ments of the past decade. Indeed, on account of 
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increase in population, these weaknesses are likely to* 
become a matter of deeper concern with the passage of 
years. The technical and economic possibilities of the 
present structure have by no means been adequately 
realised and much more can and must be achieved even 
within this frimiework. This structure will carry the 
country some distance, but not far enough, nor with 
speed equal to our barest needs. To create conditions 
under which the village economy can be speedily and 
efficiently reorganised along co-operative lines with the 
support and enthusiasm of the peasants themselves is 
now, as ever before, a major goal of the highest signi¬ 
ficance for the development of the national economy, 
iind even more so, to serve thq vital and urgent interests 
of the millions in the villages, whether today they happen 
to count themselves among the ‘haves’ or among the 
‘have-nots’. 



Problems 
of Planning 

J. J. ANJARIA 

Economic Adviser^ Planning Commission 


A lthough we in India will soon be completing the 
Second Five Year Plan, we are still only on the 
threshold of development. The First Five Year Plan 
was mainly preparatory in character. Its goals were related 
more to the immediate requirements and possibilities of 
the economy than to tfie long-term perspective which 
was outlined in the report of the Planning Commis¬ 
sion. The Second Plan was conceived as a major step 
towards industrialisation; it called for resomces, both 
financial and organisational, on a large scale. It ran 
into difficulties not long after its commencement, and 
the question is being asked whether the objectives and 
the priorities chosen were sound. These issues are 
coming into the forefront at the present time when the 
Third Plan is on the anvil. 

Developmental planning involves co-ordinated 
action at various points in the system, and it involves 
necessarily some adjustment in the balance of social 
forces within the system. It is for this reason that deve¬ 
lopmental planning has inevitably a social philosophy 
besides an economic strategy. For democratic planning 
to succeed it is essential that both these are accepted, by 
all sections of the community. If it is to take root and 
gather strength, it has to be backed by much more than 
passive or partial readiness to go along. 
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1 cannot here attempt a satisfactory statement of 
the social philosophy or the economic strategy behind 
India’s plans. The old Indian philosophers tried to ex¬ 
pound the nature of reality in terms of “not that, not 
that,” and although that device too has its limitations, one 
could say that India’s plans do not aim at creating any 
set pattern, capitalist, communist or other. The socialist 
pattern which is described as the objective of our 
plans is not a rigid or clear-cut pattern. It implies rather 
special stress on certain values like reduction in in¬ 
equalities, wide diffusion of economic power and the 
organisation of local resources, especially the skills and 
capabilities of the small man, on a co-operative basts in 
certain fields, but these are not a unique feature of any 
partietdar pattern of economic organisatirm. India’s 
plans do not seek to build a system resting solely on 
private enterprise but private enterprise has an 
important part to play in initiating and carrying 
through the process of development. Nor is the 
State to be the ultimate owner and dispenser of the 
means of production. The objective is not to 
evolve a monolithic system with all economic initiative 
or power concentrated in the State, but to utilise the 
State as a principal agency for promoting rapid and 
balanced development. 

I need hardly go through all the usual indices to 
bring out the fact that the Indian economy has begun to 
respond well to the expansionary stimuli of the plans. 
National income has risen at an average rate of 3i per 
cent; the index of national income (1948-49 =100) at 
constant prices being estimated at 134 for 1958-59. The 
rise in 1958-59 was as much as 6.8 per cent—a fact 
which ought to warm up those who were inclined to 
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<lraw pessimistic conclusions from the previous year's 
figures. The rise in agricultural production since 1950-51 
has been of the order of 30 per cent; in industrial pro¬ 
duction, more than 50 per cent. More important than 
these, the production potential of the economy has been 
greatly added to. A number of new industries have 
come up, and, if power can be made sufficiently 
available, there will certainly be rapid progress in this 
direction in the coming years. Facilities for education 
and technical training are being rapidly expanded; so 
are medical and health facilities. A new class of medium 
and small entrepreneurs is coming up, and some of the 
trading classes in society are turning to industry as their 
mainstay. Above all, the will to progress is discernible 
all over the country, and it is not the proverbial conser¬ 
vatism of the farmer, or the reluctance of the small in¬ 
dustrialist or handicraftsman to adopt improved methods 
that stands in the way of quicker advance, but the in¬ 
ability of the economy to find a sufficient surplus for 
investment. 

It should be also noted that the big step-up in in¬ 
vestment that has been achieved has not been accom¬ 
panied by serious inflationary pressures. The index of 
wholesale prices is now 20 per cent higher than in 1952- 
53; so is the cost of living. However much one 
might regret this, especially for those whose in¬ 
comes are fixed, it is essential to see this pro¬ 
blem in some perspective. A plan of development 
aims, necessarily, at pushing the rate of investment 
above what it otherwise would be. It must, therefore, 
press on the resources available for consumption. The 
rise that has occurred in prices and cost of living is by 
no means larger than in other countries. The decline in 
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the internal purchasing power of the rupee between 1948 
and 1958 has been estimated at 1.7 per cent per annum 
on an average. In the same period, the U.S. dollar depre¬ 
ciated by 1.8 per cent per annum; the British pound by 
4.3 per cent; the French franc by 6.8 per cent; the 
German mark by 1.7 per cent. This is not to say that 
all is well with our plans and policies. But there is 
warrant for going ahead cautiously and with confidence. 
It, is, I think, a mistake merely to compare the real pur¬ 
chasing power of a given volume of income without ask¬ 
ing whether the latter has gone up too. National in¬ 
come has increased in real terms, and while this over-all 
average may be poor comfort to those who have not 
gained either in terms of employment for the younger 
members of the family or of higher incomes for those 
already in employment, it is possible to be misled as to 
the degree of hardship caused if one goes merely by price 
indices. It is, I suggest, rather in the nature ot the 
development process that the poorer secticms of the com¬ 
munity stand to gain more ^m the expansion of em¬ 
ployment opportunities than by way of increases in the 
incomes of Aose already employed. All this is not to 
suggest that rising prices are no evil, or that the utmost 
vigilance in this regard is not called for. But stability of 
prices is no more than an element in economic manage¬ 
ment; it is not the sole criterion of its soundness. 

As against the achievements mentioned above must 
be reckoned the stresses and strains the economy has 
gone through. Firstly, although the infiationary pres¬ 
sures have, by and large, been held well in check, the 
defences against future illation are today considerably 
weaker than they were a few years ago. For one thing, 
people have become inflation-conscious, and there is in- 
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creasing resistance to price rises, witness, for example, 
the increases in wages in various industries and the in¬ 
creases in salaries in the public sector that have been 
found unavoidable. Secondly—and this is pardy an 
extension of the same line of reasoning—the foreign ex¬ 
change reserves at the disposal of the coimtry have been 
seriously depleted, and there are, in fact, sizeable ex¬ 
ternal obligations to be met in the Third Plan period. 
Thirdly, despite the large outlays on irrigation, com¬ 
munity projects and other items of agricultural improve¬ 
ment, the response of agricultural production has been 
below requirements. And, fourthly, there is a growing 
feeling—^whether warranted or not—among considerable 
sections of the community that the limits of taxation 
have been reached, and that there is not much to hope 
for from this source for financing the Third Plan. 

The implementation of the Second Plan involved 
difficulties both in regard to internal and external re¬ 
sources. Does it not follow, it is asked, that the Third 
Plan should avoid the mistakes of the Second and pitch 
its ambitions well within the limits of available 
resources ? 

The basic objectives and priorities of the Sectmd 
Plan were right and sound. Could the same be said 
about the scheme of raising resources ? This is a questicm 
that does not admit of a categorical answer. For the 
outlay of Rs. 4,800 crore in the public sector, the Plan 
envisaged deficit financing of Rs. 1,200 crore and had 
still an uncovered gap of Rs. 400 crore. The scheme 
was not satisfactory as was stressed in the Plan report 
itself. That the tax tar^t was too low was evident in 
the first year of the Plan, and the five-year yield of ad¬ 
ditional taxes imposed by the Centre and the States is 
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expected to be over 900 crore. Even so, and despite 
the larger external assistance than was originally estimat¬ 
ed, the resources available for the public sector have 
been short. 

The major difficulty was undoubtedly the foreign ex¬ 
change gap. The drawing down of sterling balances in 
the very first year of the Plan was Rs. 221 crore, and in 
1957-58 it rose to 260 crore. By September 1959 the 
decline in these balances had added up to Rs. 567 crore. 
It is evident that the foreign exchange requirements of 
the Second Plan had been seriously imderestimated and 
the phasing of imports by the private sector was not 
properly planned. 

It must be emphasised, however, that given the size 
and structure of the Plan, there was much to be said 
for as early a start as possible with the major foreign 
exchange consuming projects, and the emergence of 
acute foreign exchange difficulties in the earlier part of 
the Plan is not something we need regret, considering 
that the projects would, but for this, have been corres¬ 
pondingly delayed. 

The Third Plan should provide for a significant step- 
up in investment. The rate of population growth has 
gone up and this means that the investment required 
even to maintain per capita incomes will be larger. Se¬ 
condly, there is a large back-log of unemployment and 
under-employment which should be reduced to the ex¬ 
tent possible. Thirdly, the greater the acceleration of 
investment and incomes in the Third Plan, the easier 
will it be in the succeeding plans to raise the resource 
required for further development. On these considera¬ 
tions, the estimate of Rs. 9,900 crore of investment for 
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the Third Plan given in the Second Plan report is, if any¬ 
thing, on the low side. 

But, of course, a plan can be only as big as the 
resources that can be found for it, and there is need 
for the boldest possible effort in this respect on every 
relevant consideration. The amount of resources that 
can be drawn upon is not independent of the rate at 
which the resources are growing and since the first 
hurdles are always the most difficult to cross, a country 
which is still in the early stages of developmental planning 
should think in terms of a scale of effort that will achieve 
the breakthrough. Too little developmental effort is no 
less likely to fail than too much of such effort. I should 
add, however, that resources available for investment 
grow only as various projects get completed and come 
effectively into production. A plan which is excessively 
weighted with long-maturing schemes, does not, during 
this period, create resources which could be utilised 
either for consumption or for further investment. The 
bigger the plan, in other words, the greater has to be 
the balance in the pattern of investments. 

In a country like India where the bulk of the new 
purchasing power gets spent on food, the elasticity of 
supply of food is the major determinant in the pace of 
progress. If this section lags behind, the calculations 
both of internal and external resources available for the 
plan cannot but go wrong. What is needed therefore is 
an increase in agricultural productivity as a whole. This 
is the major balance that must be assured, and the re¬ 
sources for planning depend primarily on the success 
that can be achieved in ffiis field. 

A comprehensive development programme cannot be 
financed without calling for sacrifices from all sections of 
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the people. There is, from this point of view, a case 
for a further increase in the coverage of taxation. Direct 
taxation of the agricultural sector seems a hardship if 
one assumes that incomes in that sector do not go up 
significantly. If the expectation that in the Third Plan 
agricultural output will increase substantially materialises, 
there is no reason why a portion of these increases should 
not be drawn back into the public fisc. Direct taxation 
in the urban sector might bear some selective and mar¬ 
ginal increases, but the bulk of the additional tax re¬ 
sources for the Third Plan will have to come from in¬ 
creases in indirect taxation. The proportion of total tax 
revenue to national income went up from about 6.6 per 
cent in 1950-51 to about 8.3 per cent in 1958-59, the 
bulk of this increase being accounted for by imposition 
of new taxes and increases in existing taxes. On a 
rough estimate this proportion would go down to 7.6 or 
7.7 per cent by the end of the Third Plan if no addi¬ 
tional taxation were imposed. The need clearly is to 
increase this pro,portion from 8.3 per cent to some¬ 
where between 10 and 11 per cent. 

A developing economy is bound to need a sub¬ 
stantial inflow of external resources for some time. The 
problem cannot be looked at solely from the point of 
view of the needs of the underdeveloped countries; the 
availability of surpluses in the more advanced countries 
is a no less relevant factor. In the post-war period there 
has been a growing readiness on the part of industrially 
advanced countries to play their part in helping this pro¬ 
cess, and international agencies like the World Bank 
have mobilised substantial sums for investment in econo¬ 
mic development. The prospects for an increased flow 
of private investment to countries that are hungrj^ for 
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capital and have the necessary environment of economic 
and political stability are also promising. 

But there will be need, for several years to come, 
both for an enlargement of the flow of resources from 
intemationai agencies and on a govemment-to-govem- 
ment basis. 

An important problem is the burden of repayments 
of the liabilities the recipient country incurs. The capa¬ 
city for repayment grows relatively slowly, for while the 
demands for machinery, equipment and raw materials re¬ 
quired to accelerate the tempo of development tend to 
grow more rapidly than the import saving resulting from 
increased domestic production, tlie export potential 
develops only after a time. 

Some of the countries that developed in the nine¬ 
teenth century had the advantage of being able to re¬ 
volve their external obligations by recourse to the inter¬ 
national capital market. Whether this situation can be 
re-created, it is difficult to say. But it is clear that to 
the extent development has to be financed by loans from 
abroad, the maturity pattern of repayments has to be 
matched to the growth in domestic production. It fol¬ 
lows also that developing countries would do well to 
finance some of their projects through equity capital 
from abroad. 

In the final analysis, however, the question is how 
far domestic consumption can be restrained and an ex¬ 
port surplus built up. It would be anomalous if the ex¬ 
ternal resources that come in initially to further the pro¬ 
cess of development should create liabilities which a 
developing country can meet only by slowing down deve¬ 
lopment. This is a problem, in the main, of the terms 
on which such assistance could contribute best to the 
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fulfilment of its essential purpose. The fact, neverthe¬ 
less, must be faced that large and progressive increases 
in exports are vital for preservation of the climate so 
essential for continued inflow of resources from abroad. 
A we!l-worked-out programme for exports will thus have 
to be an integral part of the Third Plan. 

Planning in a democracy and within a system that 
relies on the functioning together of a public sector and 
a private sector and uses various techniques, like ex¬ 
hortation, incentives as well as regulation and control, 
for achieving the desired rate and pattern of development 
presents inevitajbly difficult problems of choice. Economic 
policy in this context involves a delicate balancing of 
conflicting considerations. But there is, in this type of 
planning, scope for pragmatism and adaptation such as 
might not be possible in the more rigid patterns of 
development. 


Suminaty of presidential address to the AH •India Economic 
Conference, Annamalainagar, December 1959. 




The Capital 
Goods Sector 

P. N. DHAR 

Institute of Economic Growth, University of Delhi 


T he economic development of an overpopulated, 
underdeveloped country is normally associated 
with the progressive transfer of population from 
agriculture to industry : in other words, with the process 
of industrialisation. This relative shift away from land 
aiises out of a discrepancy between per capita incomes 
earned in industry and agriculture. As long as this 
condition prevails, per capita national income will rise 
by this transfer of surplus labour to industries. This is 
the main economic case for industrialisation. 

Now it has l^een found that the basic period of 
industrialisation is a period of heavy accumulation of 
capital. In other words the period of industrialisation 
is a build-up period during which a very large part of 
production is, so to say, ploughed back into the 
economy. The rate of expansion of consumption is, 
consequently, severely curbed. 

Different countries which have accomplished their 
industrial revolution have performed this basic task and 
this has been the crucial phase of their economic growth; 
the exact modes and mores have, no doubt, differed 
from country to country. The eighteenth-century 
British capitalists’ passion for profits and fierce struggle 
to keep wages down, fortified, of course, by Protestant 
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ethics, or the twentieth-century Russian Communists’ 
zeal for hard work at low wages to safeguard the Prole¬ 
tarian Revolution seem to be poles apart, but they both 
were the midwives of successful industrial revolutions. 

ITie length of this basic period of build-up depends 
primarily upon the speed of the build-up. When the 
build-up is over, the period of rapidly increasing con¬ 
sumption can start. 

The mechanics of this process of economic growth 
can be appreciated easily if we break an economy into 
two sectors : Sector I, producing what are called 
producer goods or investment goods {i,e, goods which 
help in the production of other goods); Sector II, pro¬ 
ducing all consumer goods (/.e. goods which are 
required for final consumption), and study their 
interrelationships. The dividing line between the two 
sectors is not always precise but the distinction is fairly 
clear. 

In the context of this highly simplified two-sector 
picture of the economy, a pre-industiial, underdeveloped 
economy may be de^ed as one which has, relatively 
speaking, a very small producer goods sector (Sector I 
above). This may also be described as a society that 
consumes most of what it produces; and what little it 
saves is just enough to keep its existing capital stock 
intact and provide the minimum means of sustenance for 
the increasing population. 

But if such an economy possesses tlie relevant natural 
resources and labour power, then it can expand both 
its sectors at the same time. Accumulation of capital 
need not involve reduction in current consumption; 
indeed such accumulation can be accompanied by an 
increase in consumption. This increase in consumption 
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will be partly due to the increase in the number of 
workers (through activisation of the formerly unem¬ 
ployed workers) and partly due to increase in their real 
income. 

Let us now examine the interrelationship between 
the two sectors into which we have divided the economy. 
The interrelations between the two sectors involve 
several kinds of transactions and flows which have to be 
of certain dimensions to prevent dislocations in the 
economy as a whole. We shall not go into those com¬ 
plications here. We may merely note that both sectors 
are linked together to produce the final consumer 
goods. The expansion ol‘ Sector I, the demand for 
investment goods, will depend, in the final analysis, on 
the expansion of Sector II. The expansion of Sector I 
can therefore be said to be limited to what would be 
needed to meet the slowly rising demand from Sector II, 
apart from what it has to produce by way of replacing 
its own depreciated production facilities. 

In practice, however. Sector I cannot expand slowly 
and continuously in the wake of rising consumption. 
Many basic industries, transport systems, and other social 
overheads will be required before secondary manu¬ 
facturing industry could get started. Such industries and 
social overheads cannot, for technological and other 
reasons, be brought into existence bit by bit. You can¬ 
not, for example, build only 50% of a railway line 
between two places for the reason that only half the 
traffic that could be moved between them is available 
immediately. Investment in such fields takes place in 
large lumps or not at all. For some time, therefore, the 
growth of Sector I must anticipate and be largely 
independent of the growth of consumption. This anti- 
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cipatory and independent expansion of Sector I is pre¬ 
cisely what we mean by industrialisation. In view of 
the smallness of their markets for consumer goods, 
underdeveloped countries have to bring this about deli¬ 
berately. During the basic period of industrialisation, 
the demand for the products of Sector I, therefore, 
comes from Sector I itself. This means that the flow 
of goods is, largely, not from the investment sector to 
the consumption goods sector but within the investment 
goods sector itself. More coal, to produce more steel, 
to produce more machinery, to mine more coal and 
ores, and more railway and other transport to relate one 
to the other. In other words, a vast complex of metal¬ 
lurgical, mining, engineering, chemical and electrical 
industries comes into being. 

Once these industrial complexes have been built up, 
the crucial phase of industrialisation is over and the 
investment goods sector is in a position to divert its 
flow of goods, namely the requisite producer goods, to 
the consumption goods sector to enable it to expand its 
output and tlius raise the consumption levels of ttie 
people more rapidly—^thc ultimate aim of industrialisa¬ 
tion. The Soviet Union has just started experiencing 
the fruits of the beginning of this shift. It is more of 
this that Mr. Khrushchev is promising to his people. 

This is a purely economic argument which demon¬ 
strates the need for rapid expansion of capital goods 
sector to promote rapid economic growth. It does not 
take into account the political and strategic compulsions 
for a country to do so. These compulsions, if and 
when they exist, provide supplementary arguments for 
this line of policy. 
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II 

Pioneering industrial countries which evolved modern 
technology as their industrial system developed, passed 
through three main stages, according to the importance 
of the capital goods industries in their total industrial 
structure. These three stages have been found to be 
distinguished by the predominance of consumption goods 
industries in the first stage, a relative increase of capital 
goods industries in the second stage, and a balance 
between consumption goods industries and capital goods 
industries, with a tendency towards the predominance of 
capital goods industries, in the third stage. 

On the basis of a statistical survey of different 
industrial countries it has been found tliat the ratio of 
consumption goods industries to capital goods industries 
fell significantly as industrialisation speeded up. The 
value of the output of consumer goods industries was 
roughly five times the value of producer goods in tlie 
first stage; it came down to about two and a half times 
in the second stage and in the third stage the value of 
consumer goods was even less than the value of pro¬ 
ducer goods. 

This has been the pattern of industrial development 
of Great Britain, U.S.A., Germany and other countries 
where the process was evolutionary. But countries 
wanting to telescope the stages of development spread 
over longer periods in older industrial countries may 
reverse this process considerably. The Soviet Union 
is an extreme example of this second type. The greater 
speed of industrialisation in the U.S.S.R. is obviously 
due to the weU-known emphasis of the Soviet planners 
on heavy and basic industry, requiring a technology which 
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was more gradually evolved elsewhere but was ready at 
hand for a late-comer like the Soviet Union. 

The ratio of consumption goods industries to capital 
goods industries changed in Great Britain from 6.5 : I 
in 1812 to 1.5 : 1 in 1924; in the U.S.A. from 3.5 : 1 in 
1850 to 0.8 : I in 1927 and in the U.S.S.R. from 2.3 : 1 
in 1928 to 0.55 : 1 in 1941. 


Ill 

India, despite a long century of industrial growth, 
was still in the first stage of industrialisation when the 
Five Year Plans started. The major emphasis in her 
industrial development had been on consumer goods 
industries. Summarising this position, it was noted in 
the First Plan that “the output of consumer goods 
industries such as cotton textile, sugar, soap, matches and 
salt may be said to be on the whole sufficient to meet 
the existing low level of demand in the country, in the 
present stage of development. In the case of capital 
goods industries and the industries manufacturing inter¬ 
mediate products, the available capacity in the country 
is in most cases inadequate for present purposes.” The 
meagre dimensions of these ‘present purposes’ will be 
obvious from the fact that factory establishments, which 
provide the main market for capital goods, accounted for 
only 6 to 7 per cent of the total national income. 

Before the Plans the main spurt of industrialisation 
in India came during the inter-war period. This industrial 
expansion took place under the aegis of ‘discriminating 
protection’ policies and merely developed existing 
industries, catering mostly for the internal demand for 
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finished consumer goods. Such industries could extend 
only to the point where they met the whole or almost 
the whole of internal demand. This no doubt led to 
considerable increase in industrial output and increased 
the size of some of these industries significantly. Indian 
cotton textile industry, for example, became one of the 
largest of its kind in the world. Since, however, imports 
and consumption are small in backward areas, self- 
sufficiency was reached by these industries at a fairly 
low level. Industrial development of the type fostered 
in this period was, therefore, bound to reach a saturation 
point at an early stage. If one may use the currently 
fashionable analogy of ‘take-off and compare the process 
of industrialisation to the movement of an aeroplane, 
we could, perhaps, say that the plane went down the 
runway and even created the illusion of flight but it 
really never ‘took-off.’ 

The First Plan was primarily a rehabilitation pro¬ 
gramme for an economy which was severely hit by war 
and the partition of the sub-continent. Hie main 
increase in industrial output during this period came 
by way of increased utilisation of existing capacity and 
not by way of increased capacity. From this point of 
view the reversal of the Government’s 1949 decision to 
set up an additional one-million-ton steel plant in the 
First Plan was short-sighted. The setting up of this plant 
would have substantially reduced the strain on foreign 
exchange during the Second Plan. 

The strategy of economic development which aims 
at the building up of the capital base of the economy 
by rapid expansion of capital goods sector was, at long 
last, accepted in the formulation of the Second Plan. 
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This newly accepted emphasis on heavy industry, 
however, continues to be criticised. The latest critic in 
this line is Mr. Peter Bauer of Cambridge. It is true 
that in theory thfere is no inevitable reason for a country 
to produce its own capital goods. Such products can 
be imported in exchange for its exports. This point is 
made at various levels of sophistication and theoretical 
elegance but a quick look at the foreign trade structure 
of India makes it plain that there is really no choice 
in the matter for planners anxious to plan for rajHd 
development. The Indian exports, in spite of export 
promotion drives, continue to stagnate and in the rele¬ 
vant future the prospects of expansion of Indian exports 
are not too bri^t. That means, in turn, India’s import 
capacity is consequently limited. Further, a considfer- 
able part of these imports is not easily replaceable by 
domestic production. This is particularly true of indus¬ 
trial raw materials and petroleum products. Obviously, 
therefore, if Indian economic development is to continue 
uninterrupted, and if India is to be independent of 
foreign aid, the capital goods sector must iexpand to 
maintain rising investments. 

Apart from this pragmatic compulsion to accelerate 
the growth of domestic output of machinery, arising out 
of the strait-jacket nature of India’s foreign trade, India 
has an inherent teconomic advantage in the setting up 
of a machine-building industry. The main base of this 
industry is steel and she is in a position to produce 
the cheapMJst steel in the world. 
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V 

The Second Plan, therefore, marks a sharp break in 
Indian industrialisation. This break is highlighted by 
the emphasis placed on the expansion of steel capacity— 
the real core of the capital goods sector. Around this 
core, various kinds* of fabricating facilities, heavy 
foundries, forges, structural shops, etc. will have to 
be set up. Together, all these facilities constitute the 
primary phase of heavy industrial machinery. Un¬ 
fortunately, in the Second Plan the heavy machine- 
building and electric equipment projects have got delayed 
for one reason or the other. Whatever the reasons, the 
impact of this delay on the Third Plan will be similar 
to that of tlie postponement of a steel mill in the First 
Plan. Such delays unnecessarily prolong what we called 
earlier the period of build-up. 

The pattern of industrial investment for the Third 
Plan is not known as yet but the controversy that has 
centred round its steel target gives one the impression 
that the strategy of development with capital goods 
sector as its ptimuni mobile needs to be restated all 


over asain. 



Resources For 
The Third Plan 


B. K. MADAN 

J'xccntivc Director, Reserve Barik of fndia 


T he questions which are being debated about the 
Third Plan are very similar to those A/liicli 
exercised our minds three or four years ago at 
the time of formulation of the Second Plan. What 
should be the size of investment in the Plan ? How are 
the resources to be found ? What is to be the pattern 
of development ? What are the organisational problems ? 
How in particular is the pace of development to he 
hastened without imposing an intolerable strain on ilie 
economy and inviting economic collapse in the process ? 
What are the calls on political leadership that the Third 
Plan makes ? How are the social goals of developjncnt 
to be achieved simultaneously with the economic or 
production objectives ? How are the claims of employ¬ 
ment to be reconciled with those of productivity and 
efficiency ? I cannot here touch upon the wide i unge 
of these questions. For my part I only propose to make 
a few brief observations on some of the more outstanding 
issues that arise. 

As regards the size of the Plan, this should perhaps 
be a matter to be decided at a relatively late stage of 
the formulation of tlie Plan, when the content of the 
Plan in its several sectors has been considered; for the 
content has a considerable bearing on the effectiveness 
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of investment and, therefore, in turn on the size of 
the Plan. And so the size should really emerge as a 
result of some scrutiny of detailed plans sector-wise and 
State-wise. Nevertheless, there is hardly any question 
which excites as much general interest as the size of the 
Plan. .And some preliminary consideration of it is 
necessary. 

Now it sounds almost axiomatic to sa,y that the 
Third Plan must be a big one. It must be reasonably 
big not only having regard to the needs of our large 
and rapidly growing population, but also because the 
first two Plans have created a certain tempo of develop¬ 
ment which must be maintained and improved upon. 

The relevant question at this stage, therefore, is 
how big shall the Plan be ? The figure of die total Plan, 
for example, which has been very often menticmed, viz. 
Rs. 10,000 crore—and this merely repeats the projected 
order of the Third Plan which was given at the time 
of the Second Plan, viz. Rs. 9,900 crorfes—^relates to 
the total investment in the economy in the public and 
private sectors. This figure sometimes has been com¬ 
pared with the figure of total Plan outlay for the public 
sector only, i.e., Rs. 4,800 crore for the Second Plan. 
This, however, is a completely misleading comparison. 
The figure for the Second Plan with which this should 
be compared is Rs. 6,200 crore which represents the 
sum of Rs. 3,800 crore, being the investment content of 
the Second Plan (whose total outlay was put at Rs. 4,800 
crore to start with and was later revised to 4,500 crore) 
and Rs. 2,400 crore, being the estimated investment in 
the private sector during the Second Plan. Ten thousand 
crores would, therefore, represent an increase of about 
60 per cent over the Second Plan estimate of 6,200 crore. 
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Whfle I do not wish to offer any estimate of the 
size of the Third Plan myself, I would like to make one 
or two suggestions which might bring a 10,000 crore- 
Plan nearer reach than it otherwise would be. For one 
thing, the order of investment in the private sector 
according to such estimates as seem possible now was 
underestimated at the time of formulation of the Second 
Plan and the realised investment in the private sector 
is likely, according to indications, to turn out to be 
significantly higher. The Second Plan period might end 
up with an order of private sector investment of at least 
3,000 crores, as against the projected 2,400 crores, and 
perhaps more. In such a case, a target of Rs. 4,000 
crore for private sector investment in the Third Plan 
should be within the realm of feasibility. 

The assumption regarding the private sector Plan 
is that, broadly, the resources required for it are foimd 
by the savings within the sector, though the role of 
credit creation, including the volume of credit made 
available by the Reserve Bank to the co-operative and 
commercial sectors and the loans extended to industr>^ 
by specialised financial institutions, is becoming more 
important. However, the fact that investment in the 
public sector has to expand at a significantly larger rate 
limits the possibilities of expansion of investment in the 
private sector above a moderate extent. 

Consideration of the size of the public sector Plan 
cannot be divorced from that of available resources for 
the Plan. The point has sometimes been made that 
resources are secondary to the size of investment itself, 
which will create the resources. But if the problem were 
so simple, we would only have to set the target for 
investment high enough without worrying about the 
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wherewithal. The position is obviously not as easy as 
this. 

Broadly, the resources for investment have to come 
out of the production of the community from year to 
year. This necessarily involves a restraint on the 
growth of consumption. It does not mean that con¬ 
sumption may not grow or should be reduced, but that 
the rate of increase in consumption should be lower than 
the rate of increase in production. There are, however, 
strict limits to the extent to which in a poor community 
resources for development can be found internally 
through restraint on consumption, because the surplus 
of production over subsistence is meagre and for large 
sections of the population some rise in the consumption 
standards is urgently necessary. Besides, the processes 
of democratic consent for the Plan under conditions of 
adult franchise make it almost obligatory that some 
immediate rise in living standards is permitted to occur. 

Internal resources have, at our stage of planned 
development, to be supplemented by external resources 
for investment, representing the proceeds of foreign loans 
and grants and investment of private capital, which 
impose no immediate sacrifice of consumption on the 
community. In this connection I wish to make my 
second proposition which, together with the first onie 
regarding the share of the private sector, can make a 
10,000-crore Plan more feasible than it would otherwise 
look. 

This proposition is in two parts. Firstly, larger 
external resources appear to be niecessary to put through 
a Plan of this magnitude than is probably generally 
realised; and secondly, external resources of a significant 
order would be needed over a long period to attain what 
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is referred to as a stage of self-sustaining growth or 
self-generating development. 

Foreign exchange expenditure will be needed over 
and above the direct external costs of a large Plan, also 
because of associated growth resulting from higher 
investment. Secondly, in view of the magnitude of the 
Plan, external resources might be required even to make 
up the shortage of internal resources, in other words, 
as a means of acquiring local currency. This again has 
become a familiar phenomenon to us through significant 
imports in recent years under P. L. 480 of American 
wheat and other commodities the proceeds of which have 
contributed to the available local resources. 

If one may hazard a broad guess of the order of 
external resources which could bring a 10,000 crore Plan 
within range of feasibility, a figure of Rs. 2,500 crore 
may be mentioned, of which Rs. 500 crore would 
represent resources needed for repayment and servicing 
of the debt outstanding at the end of the Second Plan 
and the rest would be a contribution to the financing 
of the Plan. It has to be remembered that we have run 
down our sterling balances already to the tune of Rs. 550 
crore during the Second Plan, and there will be no such 
cushion for further scaling down our own reserves during 
the Third Plan period. In mentioning this figure of 
2,500 crore, however, I am, of course, including the 
further assistance likely to be received in the form of 
P.L. 480 imports. 

The second proposition regarding external resources 
is that the period over which forei^ aid in the form 
of loans or grants will be required before the process 
of development can go on its own steam will be longer 
than we are inclined to think. Tbere is, first, a dilemma 
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here. The shorter the period over which we desire to 
attain a state of self-reliance, in regard to foreign 
assistance, the heavier the immediate reliance on 
foreign aid. Secondly, the experience of economic 
development under democratic conditions shows 
that significant foreign capital inflows over much longer 
periods are required to maintain much smaller rates of 
growth of national income than we visualise. This rate 
is placed at 8 per cent for the Fourth Plan period in the 
projections framed at the time of the Second Plan. 
Besides, there would appear no peculiar merit in doing 
without a sizeable capital inflow beyond a few years, 
though the need for direct Government grants and 
assistance might decline and the role of private foreign 
investment should grow. 

Such capital inflow would have to be maintained at 
fairly high levels, if only to secure a rate of development 
greater than it could otherwise be, and also because the 
demands on us for capital export and extension of 
international credits to less developed neighbours should, 
at the same time, be higher. So that, even as self- 
sufficiency is not a normal concomitant of economic 
development, the scope for wider—even two-way— 
capital movements should not diminish with economic 
development. On the inter-governmental plane, the 
device of a very long-term loan repayable in local 
currency is a highly convenient and ingenious expedient, 
the wider use of which can be generally commended. 

As regards internal resources, even allowing for a 
larger external assistance and assuming a somewhat 
larger part for the private sector, a prodigious effort of 
mobilisation of the savings of the community through 
taxation and borrowing in diverse forms will be required. 
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if a Plan of something like 10,000 crore, which would 
mean at least 11,000 crore including the current Plan 
outlay which will be 1,000 crore at a minimum, is to 
be financed. 

The role of deficit-financing should remain limited, 
particularly because it would increase economic in¬ 
equality. In general, therefore, the internal financing 
of the Plan implies that all strata of the community 
should be ready to bear additional burdens in direct and 
indirect taxes, in short to be in for a period of some 
real austerity. It is important to avoid falling into the 
fallacious train of 'reasoning’ which demands at once 
a bigger plan, lower taxes and less deficit-financing! In 
particular, the incidence of taxation on the agricultural 
sector is inordinately low and unless a way is found 
to raise it appreciably, simultaneously with an increase 
in the rest of the economy, it appears difficult to devise 
a rational financing plan. I am happy to note that a 
revision of policy in regard to pricing by public enter¬ 
prises in the direction of making larger profits for 
financing the country’s development, which was first 
systematically formulated by the Taxation Enquiry 
Commission, has come to be more generally advocated. 

On the whole, it is possible to find reasonably 
adequate solutions for resources on the technical plane, 
but any solution will call for courage in political leader¬ 
ship, efficiency in administration, and rigour in execution 
supported by broad-based public co-operation and under¬ 
standing of the puiposes and modus operandi of the Plan. 
It may be especially necessary to entrust larger 
responsibility to the local bodies and other lower organs 
of Governmental organisation which are nearest to the 
people, and which can more effectively mobilise local 
resources for local projects. 
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I cannot here deal with numerous other aspects of 
the Third Plan. As regards the pattern, the issues that 
arise are symbolised by the urge for attaining self- 
sufficiency on the one hand in food and on the other 
hand in machines, including machines to produce 
machines. Where these two objectives begin to conflict, 
however, and the question of priority arises, I have little 
doubt that we should opt for self-sufficiency in food 
before self-reliance in machines. 

The latter is much more difficult and costly to attain 
and, indeed, it should remain economical to import a 
wide, though ever shifting, range of machines from the 
advanced countries. This does not imply, of course, that 
progress in machine-making industries should not take 
place in the Third Plan period but only that self- 
sufficiency in this sphere is not a vital or attainable 
objective. 

The mistaken identification of the interest of employ¬ 
ment and welfare with technically inefficient forms of 
production is fortunately being abandoned. There is 
more widespread recognition now of the need for finding 
solutions in the industrial field which reflect the right 
combination of regard for production and employment, 
efficiency and welfare rather than one to the neglect of 
the other, based on more general acceptance of the fact 
that the promotion of employment and the fostering of 
welfare are, over the long term, vitally dependent upon 
steady pursuit of the objectives of increasing efficiency 
and greater production. 



Population 
And Planning 


D. S. SAVKAR 
International Monetary Fund 


I NDIA’S people are among the poorest in the world 
and the object of our effort at planned economic 
development has been to raise the standards of living of 
the mass of our people. The speed with which this is 
done is the resultant of the inter-action of several forces 
but perhaps the most important single determinant of this 
is the rate of growth of population. In fact, Indian 
economic history itself affords proof that the inadequacy 
of the rate of economic growth in relation to population 
increase has led to a stagnation and sometimes retro¬ 
gression in the standards of people’s living. 

Economic development is, in a sense, a reflection of 
the provision of a higher level of capital equipment per 
head of the population, for only thus can industrial and 
agricultural productivity be raised, and an improvement 
in the per capita income of the people be brought about. 
Looking to the experience of the Plan, in the First Five 
Year Plan national income rose by nearly 18 per cent 
but the rise in population limited the rate of per capita 
growth to no more than 11 per cent. Similarly, in the 
Second Plan period, the target for national income growth 
is an increase of 25 per cent but taking account of the 
vise in population, the target is a per capita increase of 
18 per cent. 
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In other words, if the process of economic growth 
is to have any impact through higher output levels on 
the standards of the people’s living, it must be at a pace 
faster than the growth of population. 

India’s population, at near 400 million, is large, 
relative to our natural resources; not only this; the poten¬ 
tial for further rapid growth is also high. Indeed, the 
demographic pressure in India is perhaps without a 
parallel anywhere, except possibly in China. The 
improvement in medical and health services, and gene¬ 
rally the process of development itself, would result in a 
decline in the mortality rates without at the same time 
bringing about, immediately at any rate, a decline in 
birth rates. 

This ‘vital revolution’, as it has been called, thus 
tends to bring about immediately a higher rate of popu¬ 
lation growth than otherwise and thus makes the efforts 
of achieving an increase in output levels more urgent 
and pressing. Under conditions prevailing in a country 
like ours, a high rate of population growth is thus bound 
to affect adversely the rate of economic advance and 
per capita living standards. Given the over-all shortage 
of land and of capital equipment relative to population, 
the conclusion is inescapable that an effective curb on 
population growth is an important condition for improve¬ 
ment in the incomes and in the levels of living. 

To go into this in somewhat greater detail, let us 
see how a high rate of population growth tends to affect 
economic advancement. We all know that India is 
basically an agricultural country and despite the bias 
towards industrialisation that we have been giving in 
our Five Year Plans, it will remain so for a long time 
to come. India’s population is largely concentrated in 
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its villages. In fact, the density of rural population in 
India is very high and a further increase in population 
would tend to increase the dependence on agriculture. 
Especially when land resources are extremely limited 
and what is called for is a shift away from agriculture to 
industry and other secondary and tertiary occupations, 
this increase of the rural population would tend to affect 
adversely the attempts at increasing agricultural output. 

As it is, it has been felt that there is a large sector 
of the agricultural population which is not contributing 
effectively to agricultural output and in fact it has been 
suggested that even if some portion of the agricultural 
labour were withdrawn from the land, there would be 
no diminution in agricultural output. Under such con¬ 
ditions, it would be realised that a further increase in 
rural population would have deleterious effects. 

Of course, with the improvement in agricultural 
methods and improvement in the use of fertilisers, with 
a great volume of irrigated land and with more inten¬ 
sive methods of cultivation, the need for labour would 
perhaps increase but it is more than problematic whether 
the increased demand for rural labour would be any¬ 
where near the increase that is bound to occur in its 
supply. 

Similarly, even assuming that we industrialise at a 
rate sufficient to bring about a balanced economy, it is 
doubtful whether the increase in urban population would 
be absorbed by the growth of industry. This lends signi¬ 
ficance to the emphasis in Indian planning on decentrali¬ 
sation of economic activity so as to provide increasing 
work opportunities for those dependent on agriculture. 
This has taken the form of small-scale and cottage indus¬ 
tries using labour-intensive methods. Though from the 
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purely economic point of view this m£iy appear a costly 
method of production, as a socio-economic measure, it 
has much to commend itself. 

Let us, at this stage, see what happened in the period 
of the Plans. At the end of the First Plan, the back-log 
of urban unemployment was, despite the investment 
effort of that Plan, as high as 2.5 million, and the new 
entrants to the labour force in the Second Plan were 
estimated at 10 million. 

As against an original employment target of 9.5 million 
additional jobs in the Second Plan, we find that it may 
not be possible to provide this level of additional em¬ 
ployment which means that the back-log in the Third 
Plan would be consequently all the greater. Here again, 
the problem is one of investment, for it is only an invest¬ 
ment effort of sufficient magnitude that would ensure 
employment opportunities large enough to absorb the 
annual additions to the working population. 

There is a further fact that because of its size, India 
must find a solution to its economic and particularly its 
demographic problems from within its own borders 
rather than through international trade and migration. 
In the light of the current trend towards restrictions in 
international trade and the desire of countries to indus¬ 
trialise rather than to specialise in agricultural produc¬ 
tion, it is uncertain that a country of the size of India 
could count on obtaining a very large fraction of its 
food supply for a population which is larger than its 
present one by exporting industrial products and 
importing food. 

Indeed, an important aspect in a consideration of 
the effects of population growth on problems of planning 
is its relation to the need for additional food supply. It 
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bas now been generally recognised that the success of 
the planning eflort in this country depends a great deal 
on the availability of adequate food supplies to meet 
the expanding needs of a growing population and also 
higher standards of living- To the extent to which we 
desire an increase in per capita levels of food consump* 
tion, the rate of increase in food output must be much 
more than would be necessitated merely by preserving 
the present standards of consumption. 

The large size of the population and its potential 
for further growtli in relation to the limited resources 
of the country make it imperative that we think in terms 
of population control. Admittedly, for the effects of 
such a policy to become effective on any significant 
scale, considerable time would have to elapse and in the 
decades immediately ahead we may assume population 
to grow substantially. 

Even so, a beginning has been made and the Five 
Year Plans have stressed the importance of family 
planning. “A reduction in the rate of growth of the 
population must be regarded as a desideratum,” said 
the authors of the Fnst Five Year Plan and the Planning 
Commission went on to recommend the promotion 
of intensive studies of attitudes and motivations and of 
methods of educating public opinion as well as the 
provision of facilities at hospitals and health centres 
where advice on family plaiming could be given. A 
number of steps have been taken in this direction which 
seek to shorten the long historical process which would 
lead to an ultimate reduction in birth rates; on their 
success would depend to a large extent the chances of 
the benefits of economic development translating them¬ 
selves into rising living standards. 



The Next Step 
In Rural India 


BALJIT SINGH 
Lucknow University 


A n enquiry into the impact of Zamindari abolition 
on various castes and classes in U.P. was com¬ 
pleted at the Economics Department of Lucknow 
University. For the first time we studied here the land 
problems as seen by the villagers themselves and their 
need and acceptability of land redistribution and co¬ 
operative farming. 

All the villages were found to be sadly lacking a com¬ 
munity in the sense of a cohesive group with an identity 
of interests and a “we-fceling”. No less than 60 sepa¬ 
rate castes were found to be inhabiting these six villages 
and 28 alone among them had 175 factions. The village 
society was found to be extremely divided against itself. 

From a sociological view-point the study disproves 
the hypothesis of a ‘folk-urban continuum’ and leaves little 
ground even for the treatment of village society as a 
community. The village society is extremely complex 
in its structure and is essentially a ‘faction-society’. This 
partly explains the failure of the community approach 
in enlisting the co-operation and enthusiasm of the village 
people in community development and national exten¬ 
sion service programmes. 

Factionalism is caused primarily by private land 
ownership and inequality in the distribution of land. 
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Out of the 64 factional splits that were studied in great 
detail, 24 were accounted for by disputes over land, nine 
by quarrels over marriage and marriage ceremonies, 
eight by caste taboos and rites, seven by an entire caste 
or community suffering from a sense of injury or denial, 
three by rivalry among landed households for lower caste 
tenants and share-croppers, and the rest by such issues 
as Jajmani right, lineage superiority, etc. 

All factions have not the same status or stature. 
Some lead, others are led. The former may be desig¬ 
nated as the ‘elite factions’ and these mostly consist of 
the landed and high caste Hindus. The latter are of the 
landless and the low castes. Inter-factional alliances 
and manoeuvres make the landless, individually as well 
as a group, to toe the line of the landed, and be hostile 
to each other because it serves the interest of the latter. 

The main role of a faction is to support its members 
in litigation, disputes and fights. This, on the one hand, 
gives rise to a continuous stream of litigation and acts 
of violence against person and property, and leads to a 
complete disintegration and disorganisation, social as 
well as personal, on the other. 

Zamindari abolition has changed the status of 
tenants into owners but it has brought little redistribu¬ 
tion of land. There is still a multiplicity of tenures, and 
among cultivators there are distinctions of high and low, 
of superior and inferior, according to the tenure they 
enjoy. No less than 70 per cent of the cultivated area 
in the State is still under inferior tenures and only 31% 
is held under Bhumidari, the superior tenure with trans¬ 
ferable rights. 

Landless workers have benefited little by the recent 
land reforms and the so-called family cultivation through 
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permanently hired workers, share-croppers and sub¬ 
tenants continues on a wide scale. In one sample village 
35% of the total cultivated area was either sub-let or 
given to share-croppers. In another, one in every four 
of the sample households was found to be sub-letting 
and share-cropping its holding. 

According to the data of the National Sample Survey, 
44% of the rural households in U.P. have only 1% of 
the total land in their possession while some 2% at the 
top, each holding 25 acres or more, have nearly 1/6 of 
the entire cultivated area. Some 70% of the households 
have a holding of less than five acres or more. 

Even the change in status from tenancy to ownership 
has benefited largely the high caste Hindus who are 
numerically no more than one half of the village popu¬ 
lation. But they hold nearly two-thirds of the village 
lands while low caste Hindus, who account for one-fifth 
of the total rural population possess no more than 3% 
to 4% of the agricultural lands. The position of the 
Muslims is no better. 

The issue of land redistribution is not simply an 
economic issue. Equally important and urgent is the 
question of justice and fair play to the lower castes and 
non-Hindus in the distribution of village lands. 

Village people are extremely poor and there has been 
little improvement in their condition. Poverty is so 
universal that 45% of the rural households live below the 
poverty line (annual expenditure of Rs. 600 or less per 
household); 50% are just above it (annual expenditure 
Rs. 600 to Rs. 1,800 per household); and only 50% can 
enjoy certain comforts. 

Land has a demand and value as an economic good 
and production resource. It has, however, a prestige 
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value too. A villager without land is like a person with¬ 
out caste and the landless are the declasse of rural society. 
Land hunger is acute and almost everyone including the 
non-agriculturist wants to have a piece of land. 

Group conflicts, hostilities, tensions and antagonisms 
are so acute that besides constant litigation over land 
there are almost everywhere land riots and acts of open 
violence. Zamindari abolition has left a hiatus in the 
power system and this has apparently encouraged the 
anti-social elements. There is evidence of even a cer¬ 
tain amount of lawlessness in the countryside. 

Class consciousness and strife are gradually coming 
to the surface and unless something is done to resolve 
the land issue and to reorganise agriculture there is a 
danger of even an open class conflict. f > i - < 

When asked to suggest three most important land 
reforms, 41% of the village people suggested land re¬ 
distribution, 24% a ceiling on holdings, 19% consolida¬ 
tion of holdings, 7% co-operative farming and 9% mis¬ 
cellaneous other reforms such as uniformity of land 
tenures, correction of land records, etc. Co-operative 
farming is thus among the four most important land 
reforms suggested by villagers of their own accord. 
Obviously, a ceiling on holdings, land redistribution, and 
co-operativisation of agriculture are the felt needs of 
village people. 

Acceptability of these proposals as measured by posi¬ 
tive responses to the specific reforms suggested by our 
interviewers, however, is very much higher than their 
spontaneous need as tabulated above. In the sample 
villages of the western districts 74% agreed with a ceiling 
of holdings, 73% with land redistribution, 55% with 
consolidation of holdings, 37% with joint cultivation or 
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co-operative farming, and 41% with service co-opera¬ 
tives for joint ownership of costly farm equipment. For 
all other types of service co-operatives the acceptability 
is as high as 80% or more. 

The opposition potential to these land reforms, how¬ 
ever, cannot be underrated. At present 61% are 
opposed to co-operative farming, 56% to service co¬ 
operatives for joint ownership of costly farm equipment, 
30% to consolidation of holdings, 20% to land redistri¬ 
bution and 15% to a ceiling on holdings. 

It is obvious that a programme of land redistribution 
and ceiling on holdings would be more popular than 
that of consolidation of holdings. The establishment of 
service co-operatives with the exception of their higher 
forms will be acclaimed almost unanimously. 

Public opinion in the villages is sharply divided on 
the issue of future land reforms. Individuals and 
factions are influenced and biased by their supposed 
caste and class interests in this matter. Thus, 73% of 
the upper caste Hindus are opposed to co-operative 
farming but 43% of the lower caste Hindus 
and the Muslims are in its favour. As many as 
65% of the farmers (persons with usually large holdings 
and cultivating indirectly) are opposed to a ceiling on 
holdings. As against this, 80% of the agricultural 
labourers and cultivators are in agreement with this 
measure. It will, therefore, be wrong to say that the 
village people as a whole are either opposed or in agree¬ 
ment with this or that proposal in this context. Their 
opinion depends on their class and caste—the two deter¬ 
minants are in fact to a large degree congruent. 

Yet, on account of (a) the village society being a 
faction society and (b) the factions of the landed and 



Ill 


high castes dominating the factions of the landless and 
the low castes, the village people as a whole might appear 
at first sight to be all opposed to the very reforms that 
many of them have suggested and most of them want. 

Taking various criteria into account it has been 
worked out that the ceiling for family cultivation in U.P. 
should be fixed at 15 acres. This would in particular 
satisfy the principles of least sacrifice and optimum re¬ 
source allocation. The criteria that should be taken 
into account in fixing a ceiling are those of (i) optimum 
resource allocation, (ii) full employment, (iii) maximisa¬ 
tion of rate of economic growth, (iv) social justice and 
least sacrifice, (v) organisation, and (vi) practical utility. 
Family cultivation has to be defined precisely so as to 
exclude sub-letting, share-cropping and cultivation 
through permanently hired labour. 

A ceiling of 40 acres would apply to only some 
20,000 holdings in U.P. and not more than 580,000 
acres or 1.3% of the total cultivated land will be re¬ 
leased and made available for redistribution and co¬ 
operative farming. At an average this amounts to less 
than six acres per village. ObvioUwSly this will be of no 
practical utility. A ceiling of 15 acres, on the other 
hand, would make available about 10% of the total culti¬ 
vated land; that amoimts to more than 4 million acres. 
This should suflSce to establish a nucleus co-operative 
farm of 100 acres in every two to three villages of the 
State. 

No definite correlation has been found on the basis 
of data in various countries between productivity and 
size of holdings on the one hand or between systems 
of farming and per acre yields on the other. But in our 
own country the present system based on family culti- 
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vation and small-size holdings has failed to break through 
stagnation even after a sustained programme of heavy 
investment in agriculture and irrigation under the two 
Plans. 

The output of foodgrains at 69 million tons in 
1953-54 is still almost a record. The survey was con¬ 
ducted much before the 1958-59 figures could be 
known. The average yield of wheat per acre was about 
700 lb. some five years back. It is now about 600 lb. 
The net area irrigated has remained more or less con¬ 
stant during the last several years at about 55 million 
acres and falls short even now, of the target of the First 
Plan by about 25%. No wonder that agricultural 
incomes have failed to rise. In terms of 1948-49 prices 
the per capita rural income was Rs. 192 in 1949-50. It 
was still Rs. 195 in 1956-57. 

As against this performance the needs are colossal. 
We may require about 110 million tons of foodgrains 
by 1965-66 and it is obvious that the present system 
cannot deliver it. 

A change-over to co-operative farming is not a ques¬ 
tion of choice but of necessity to avoid mass starvation 
and famine and to put agriculture on an even keel. At 
the same time true co-operation must rest on freedom 
of choice and complete volition. 

Just at present the motivation of cultivators to change 
over to co-operative farming is rather weak. A system 
of incentives and curbs has to be worked out carefully 
to make the transition smooth and voluntary. 

Above all, it will be necessary to dovetail the various 
measures of land reforms, ceilings, redistribution of land 
and consolidation of holdings as well as establishment of 
service co-operatives into unified and integrated pro- 
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gramme of co-operative farming. IndividuaJly, they 
might pull in opposite directions. For instance, conso¬ 
lidation of holdings before land redistribution simply 
tends to stabilise individual peasant farming. If on the 
other hand, it follows land ceiling and consolidates the 
fields of co-operators and of likely co-operators 
(perishable individually in any case) only, its leverage 
impact on co-operative farming is very heavy indeed. 

It is equally necessary to redistribute lands released 
by enforcement of ceilings among those who are willing 
to pool their lands for joint cultivation. Service co¬ 
operatives should likewise lean towards distribution of 
scarce and preferred resources including irrigation for 
the co-operative fanners. State trading and grain levy 
can also be utilised to smoothen the socialist transfor¬ 
mation of agriculture. 

Certain practical considerations, particularly (a) tiic 
preparation and implementation of legislative and admi¬ 
nistrative programmes in this context, (b) financial and 
real resources required to change over to co-operative 
farming, (c) the large requirements of trained personnel 
and (d) inexperience of the working of the new system 
on a large scale in the country require that the whole 
programme should be flexible and be adequately spread 
over a period of lime. 



Development of Rural 
Marketing and Industry 


B. G. VERGHESE 

Special Correspondent, The Times of India 


W HAT should be the priorities for the next Plan ? 

It appears to me that a “self-generating” eco¬ 
nomy—an official phrase—cannot be achieved 
by concentration on urban-industrial development and 
plans for autarchy in heavy industry and machine build¬ 
ing capacity. About 80 per cent of the population lives 
in the villages and if In^a is to progress, the d)mamic 
impulse must come from the rural sector. The emphasis 
has to be not just on agriculture but on rural develop¬ 
ment. 

The current programmes for increasing agricultural 
production appear to be somewhat divorced from the 
problem of rural development despite the Community 
Development programme. There is insufficient aware¬ 
ness of the fact that the two must go hand in hand. 
Agricultural production is thought of in terms of some¬ 
thing necessary to feed the towns and save foreign 
exchange on food imports in the expectation that such 
saving might be utilised in large urban-industrial pro¬ 
jects. This is a rather narrow approach that will yield 
correspondingly limited results. 

Agricultural production must be seen as something 
more positive. It must be the beginning and founda¬ 
tion of rural development. 
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The present policies of Government aim at stimula¬ 
ting agricultural production by extension activity and by 
giving more and more people a direct stake in the land 
through various measures of land reform. Extension 
must, however, be linked to marketing, a factor which 
has escaped notice in three years of animated debate 
on food production. Simultaneously, if agriculture is to 
improve, it will be necessary to take people off the land 
rather than attempt to create new classes of petty land¬ 
holders. The people taken off the land must be orga¬ 
nised for other developmental activity in the village— 
in construction, road building, industry, marketing 
and so on. The surplus rural manpower must be har¬ 
nessed to exploit and develop local resources. 

It would probably not be inaccurate to suggest that 
agricultural production today could be stimulated as 
much by the development of roads and storage, transport 
and marketing facilities as by extension activity. It is no 
good asking a farmer to grow more, showing him how 
to grow more and even assisting him to grow more unless 
he is given an incentive to do so. He will not find it 
worth his while to work harder, invest more money and 
take larger risks to grow a larger marketable surplus 
unless he can market his increased product and market it 
at remunerative prices. 

In other words, a marketable surplus is no use without 
marketability and marketability comes with the develop¬ 
ment of markets. Markets develop with demand and 
marketing facilities. Demand grows with the progress and 
prosperity of the mass of the people. The majority of 
the people live in the villages. 

So it ultimately comes to this, that agricultural deve¬ 
lopment goes with rural development. Industrial deve- 
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lapment also goes with rural devyopment because the 
economies of mass production will only be available to 
Indian industry if it has a permanent, internal mass 
market. And this mass market must increasingly be 
provided by the rural sector. 

Agricultural production in its turn will be greatly 
stimulated if the national targets of production are broken 
down into State, district, block, village and even family 
targets. Unless this is done we are left with slogans and 
dispersed effort. It is the effort of each individual farmer 
after all that goes into the realisation of a national target. 
At present, however, there is nothing by which the effort 
of a family, a village, a block or even a district can be 
measured. 

The breaking down of agricultural targets will 
naturally have to be linked with extension, credit and 
supplies of seeds, fertiliser, etc. Far more planning is 
needed in agriculture than has been evident thus far. 
Service co-operatives obviously have a role to play in this 
development. But any attempt to introduce co-operative 
farming is likely to produce controversy and conflict. The 
Indian peasant is attached to his patch of land and joint 
farming has little attraction for him. 

The organisation of service co-operatives, however, 
will not encounter any opposition as these institutions 
have already proved their worth in almost every part of 
the country. The only danger lies in trying to lay down 
rigid, uniform patterns either for the country as a whole 
or even for each State. Conditions vary greatly from 
region to region and even district to district and the local 
official should be left with the discretion to promote the 
most suitable pattern of co-operation in his area. 
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The organisation of co-operative agencies in the 
villages is important for another reason. They will pro¬ 
gressively be able to build up and attract considerable 
local resources in terms of money, talent and organisa¬ 
tion and plough this back into other rural development 
programmes such as roads, godowns, transport facilities, 
water supply, education and industry. 

The problem of rural industry is important and re¬ 
quires special attention. The present pattern of industry 
provides for urban industry (large scale and small scale) 
and village industries which are technologically backward, 
often inefficient and in need of subsidies. There is a 
movement from village to town in search of employment, 
opportunity, income. This migration itself reflects the 
tremendous differential in living standards and develop¬ 
ment as between town and country. The gulf can only 
be narrowed by taking modem industry to the rural areas. 
This will make for greater integration between town and 
country and mutually stimulate rural development, living 
standards and industrial progress. We need to develop 
an agro-industrial society. 

Rural industry will call for transport and power faci¬ 
lities. These must be provided. Rural electrification needs 
to be given higher priority. Meanwhile there is scope 
for development through watermills, diesd generators 
and cow-dung gas plants. 

There is also no reason why the Government should 
not embark on a deliberate policy of locating industrial 
estates in the countryside instead of in and around the 
cities. Such a programme would possibly be far more 
worthwhile than continued heavy investments in machine 
building capacity. 
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Given encouragement and opportunity, there is no 
limit to the degree of improvisation possiUe in develop¬ 
ing local industry. In Coimbatore, for instance, a 
medium-small textile macliinery making concern 
has designed, fabricated in its own workshop and 
erected a small (50 ton per day capacity) blast furnace. 
It has also fabricated an electric arc furnace and an oil 
furnace and a tiny rolling mill to make and roll alloy 
steels. I cite this only to illustrate the fact that many 
things can be done without huge outlays and elaborate 
establishments. The raw materials are there in plenty. 

The Third Plan, in my opinion, should have rural 
development as its “core.” The idle manpower in the 
villages should be liberated from agriculture and organised 
for local development. A massive programme of road 
building, godown construction, minor irrigation and local 
industry could absorb millions of people and solve the 
problem of unemployment. Such programmes are labour 
intensive rather Aan capital intensive and would, there¬ 
fore, not involve any undue financial burden. The returns, 
on the other hand would be quick and substantial. The 
organisation of thousands of peasants by the B.S.S. in 
labour co-operatives for work on the Kosi project under¬ 
lines the possibilities here. 

This is not to suggest that industrial development 
should in any way be retarded. What is suggested how¬ 
ever is, firstly, that there must be greater balance between 
urban and rural investment; secondly, that there should 
be greater balance between large and small industry; and 
thirdly, that small industry should be decentralised and 
located in rural areas wherever possible. 

In the programme of industrialisation in the Third 
Plan, preference must be given to the production of such 
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items as fertiliser, ships, trucks and heavy electrical 
equipment and to export industries. 

The accent must be on production and productivity 
rather than on the ideological niceties of the socialist 
pattern. Production must precede distribution. A new 
class of small entrepreneur has emerged during the last 
few years and it is on this managerial-cttm-technical 
talent that the country will have to depend for a big 
ieap forward’ in industry. Productivity must be accord¬ 
ed higher precedence in industrial relations. This casts 
a responsibility on both management and labour. An 
efficient, low-cost, competitive industry must be develop¬ 
ed especially if wc arc to export as we must. 

Education and technical training is another field tfuit 
requires greater attention while the social services as a 
whole need to be given a better deal. It should be possi¬ 
ble for the Government to establish a number of State 
farms in the newly irrigated areas and on reclaimed land. 
These farms should be utilised as centres of experiment, 
research, demonstration and training for the large exten¬ 
sion cadres that will be required. 

Any thinking on the Third Plan must necessarily take 
into account the fact that with the depletion of our 
sterling balances and the large external liabilities that 
have been run up during the current Plan, the fewreign 
exchange position is going to be far more difficult than 
before. Large-scale foreign assistance will be needed to 
maintain even the present tempo of development. This 
suggests that the Third Plan should have a rupee bias 
rather than a foreign exchange bias and that it should be 
geared to the objective of promoting exports and saving 
imports as far as possible. 
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Whatever the scope and nature of the nfext Plan, it 
will not succeed unless there is a larger popular commit¬ 
ment to it than there is to the Second Plan. There will 
also be need for greater and more dedicated political 
leadership at all levels. 



Educational Policy 
and Programmes 

K. G. SAIYIDAIN 
Secretary, Union Ministry of Education 


I T has become the favourite pastime of politicians, 
public men, newspapers and laymen to sit in judg¬ 
ment on the educational system, and to pronounce 
severe strictures on its objectives, methods and achieve¬ 
ments. They bewail the lowering of standards and 
produce priceless howlers and other indications of ignor¬ 
ance. As one who is fully conversant with the many 
defects and weaknesses of our education, I cannot quarrel 
with these well-meaning critics but, in fairness to those 
who labour in this held,, I must plead for a certain sense 
of proportion. Impatience is good provided it leads to 
more urgent action on the part of every one. Criticism 
is good provided it is not always directed towards others 
but occasionally turns inwards and assesses one’s own 
responsibility also. But if both impatience and criticism 
are a kind of self-indulgence leading to a sense of com¬ 
placence and superiority over others who are criticised, 
they are good neither for the individual nor for the 
country. 

My main object in this brief article is to shock 
public conscience into a realisation of its responsibility 
towards education and to suggest that there is another 
side to the picture presented by the critics. Let me first 
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say a few words on behalf of the teachers and other 
educational workers. We are all apparently dissatisfied 
with the quality and quantity of education in the coun¬ 
try and we constantly blame something called the “edu¬ 
cational system” for this state of affairs. Now, it is a 
fairly obvious fact that the quality of education depends 
largely on the quality of teachers. If the teachers are 
efficient, sincere, intelligent, with a sense of dedication 
to their work, education will be good and the students 
will develop well trained minds and character. But if 
the teachers are ill-qualified or untrained or the rejects 
of other professions, it is unlikely that they will be able 
to make a good job of it. It must, however, be admit¬ 
ted that many of them are unfortunately of the latter 
kind. Why is that so ? Are the teachers alone to blame 
for it? 

One of the main reasons is that, at the lowest rung, 
we pay them salaries which are more or less comparable 
with those of “class IV servants” and, at the next rung, 
with those of clerks and assistants. Can we, under the 
circumstances, attract to the profession many men and 
women of much higher calibre than peons and clerks 
and assistants ? Again, there are large numbers of 
teachers who work in private schools where security of 
tenure is not ensured and even their meagre salaries are 
not paid regularly or in full. Is it reasonable to expect 
that an average teacher—^who lacks the idealism and 
sdflessness of saints—^will be able to give the best of 
himself to his work ? “Ah !” the critic may well ex¬ 
claim, “that is precisely our case. Why do the educa¬ 
tional authorities tolerate these conditions ?” It is well to 
remind the kindly critics of the other side to the picture, 
a side which they are often unable or unwilling to sec. 



123 


All agree that the teachers’ salaries must be raised 
if men of the right type are to be recruited to the pro¬ 
fession. But can they be raised by the mere act of 
wishing or the conviction on the part of educational 
authorities that it is necessary? Unless there is an 
irresistibly strong public opinion to back this demand and 
it is reflected in the decisions of Parliament, the 
State Legislatures and the popular Governments, the 
situation cannot improve. To the extent that the pressure 
of public opinion and the strong advocacy of educa¬ 
tionists have asserted themselves during the last few 
years, there has been some improvement in salaries 
though it is far from adequate yet. 

Again, social recognition and prestige are important 
factors in building up the morale of a profession, even 
when the material prospects are not very tempting. We 
are being constantly reminded of the good old days when 
the Guru did not ask for salary or grade but taught with 
a sense of dedication and won the esteem of the com¬ 
munity. This is true but, apart from the complete 
change in the socio-economic situation, does our prfesent- 
day society accord to the modem teacher the respect and 
prestige due to him ? Such recognition does not cost 
anything—except a change in one’s sense of values but 
even then, we are reluctant to grant it. It would not be 
possible for many of those critics to lay their hands on 
their hearts and claim that they show greater respect or 
consideration to the teacher than to the Patwari or the 
policeman or the revenue officer ! If we will give teachers 
neither adequate salaries nor social esteem, it is idle to 
expect any great miracles from them. 

Some of the other shortcomings, of which we are 
acutely conscious, are also related to the paucity of 
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resources. We want to provide adequate educational 
facilities from the elementary to the university stage so 
that every single child should be able to receive good 
education up to the age of 14 and the more promising 
of them may be able to go to the secondary schools and, 
later, to the university. We want to provide generous 
facilities for adult or social education and to establish a 
network of technical institutions at different levels in 
order to train competent technical personnel to meet the 
growing demands of big projects under the Plan. 

About twenty years ago, we started hammering into 
shape the blueprint of a national educational system. 

Gandbiji’s scheme of Basic Education, as translated 
into educational terms by the Zakir Hussain Conunittee, 
the Radhakrishnan Commission Report on University 
Education, the Mudaliar Commission Report on Secon¬ 
dary Education and the devoted labours of many other 
committees and conferences and the Central Advisory 
Board of Education, has given us a reasonably lucid 
picture of the type of education that we want to build up. 
Enormous resources are needed both for the improve¬ 
ment of quality and the establishment of a nationwide 
system which would meet our educational needs on all 
fronts. So long as we are not able to provide them, we 
really have no business to grumble. 

In the Second FivJe Year Plan, for instance, we have 
a total provision of only Rs. 89 crore for Primary Edu¬ 
cation for all the States, spread over five years while we 
require something like Rs. 320 crore for making educa¬ 
tion free and compulsory over the whole coimtry, and 
thereafter, a recurring annual expenditure of about 72 
crore. We cannot obviously eat our cake and have it. 
As part of our total effort, we must raise the minimum 
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educational qualifications of teachers, set up new train¬ 
ing institutions, improve the teachers’ professional effi¬ 
ciency, provide modest but serviceable school-houses 
and ensure that the minimum equipment necessary, by 
way of books, furniture and teaching aids, is made avail¬ 
able in all schools. All these cost money and, unless 
our priorities are redefined and also our total resources 
are considerably augmented, this piroMem cannot be 
solved. In saying so, I am not ignoring the other pro¬ 
blems of national reconstruction with which the country 
—^its Government, its planners and its people—are faced. 
But 1 do feel tliat it is unfair to throw the respon¬ 
sibility and the blame for this situation on the teadiers 
alone. They can go only as far as their circumstances 
and resources will let them go. 

Hie question may well be raised here : Why cannot 
we do better within the resources that are available and 
the present scope of our work ? This is a very pertinent 
question and the answer to it is threefold. We can cer¬ 
tainly do better and, since independence, we have actual¬ 
ly taken up a large number of schemes to achieve this 
end. One cannot, within the short compass of this 
article, enumerate all of them but reference may be made 
to a few important schemes—orienting and converting 
primary schools towards, or into basic; better focilities 
for teachers’ training; establishment of Institutes of 
Basic and Fundamental Education; organisatiim of multi¬ 
purpose and higher secondary schools; building up a care¬ 
fully designed structure of technical education; developing 
the federal language, and improving university libraries 
and laboratories and post-graduate teaching and research. 
We have also started many specific schemes for educa¬ 
tional improvement, e.g., puUication of literature for 
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children, teachers and neo-literate adults, extension ser¬ 
vices in training colleges, reform of examinations, en¬ 
couragement of significant experiments in training colleges 
and secondary schools, organising large numbers of 
seminars for teachers and headmasters and inspecting 
officers in order to create a new educational ccmscious- 
ness and ferment amongst them, revision of curricula and 
syllabuses, designing institutions which wUl be of special 
use in rural areas and for rural needs. All this is not to 
be despised. 

Secondly, I must frankly confess that, though we 
have done all this and more, it is not enough. Many 
factors are responsible for this—inertia, incapacity, even 
indifference in some quarters. Great changes are brought 
about not through routine and organisation but through 
passion and dedication and these are rare qualities not 
only in teachers but all classes of people, including critics. 
But there are, fortunately, many fine teachers and educa¬ 
tionists who are the salt of the earth and to them we 
should all pay our sincere tribute of admiration. (I see 
precious little indication of this as a public gesture.) A 
large majority have, however, been used to working in 
certain set ways and they tend to carry on, somewhat 
passively and mechanically, a type of education which is 
out of rapport with the aspirations, needs and temper 
of the times. The “New Design” that has been f<mnu- 
lated at the top and is being theoretically envisaged by 
more and more persons has not yet been fully under¬ 
stood and assimilated by all and is stfil to be translated 
into terms of curricula, methods and activities in lakhs 
of our primary schools and thousands of secondary 
schools. 
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Thirdly, we need to realise that many of the good 
things that we wish to do within existing limitations can¬ 
not be attempted in isolation. Iliere is an inevitable 
link-up between thb present and the future and between 
thb immediate and the remote in education. Suppose 
there is a really good teacher in a school—and what a 
rare and precious gift of God such a person is!—he will 
certainly exercise a humanising influence on his students, 
but he cannot do his best if he has no books, no equip¬ 
ment, no building worth the name. 1 am not talking of 
the genius or the born teacher who can defeat all cir¬ 
cumstances—and 1 have seen a few such—^but of the 
ordinary good teacher, who is apt to feel frustrated when 
the material conditions necessary for good work as well 
as social recognition and sympathetic and imaginative 
guidance are lacking. So we need to realise that building 
a bridge between “what is” and “what might be” is a 
process that requires patience, sympathy and under¬ 
standing and if you deny these to the architects of the 
project—the teachers—and are constantly condemning 
them, you are apt to defeat your purpose. 

After all, we have been fully independent for less 
than a decade—a decade of great trials and tribulations 
—and it is simply not possible to make up, during this 
brief period, the leeway of centuries and also to move at 
the fast tempo of the age. Education takes time—^like 
all social movements which seek to produce abiding 
changes in human beings. The educationist is working 
not with tangible materials that the naked eye can see— 
like the architect or the engineer or the farmer—but in 
the hearts and minds of the children and adults where 
ideas are shaped and emotions are channelled. There¬ 
fore, when we see no tangible progress, it does not neces- 
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sarily mean that no progress is taking place but it may 
be that the forces that have been set in motion now will 
bear fruit in their own good time. 

So far as quantitative expansion is concerned, it is 
not spectacular but the mileposts are there which he who 
runs can read. During the last few years*, the percentage 
of literacy has risen from 20 to 2S, the number of liter¬ 
ates from 60 to 78 million, of primary schools from 
about 140,000 to 280,000 and of secondary schools from 
about 13,000 to 32,500. And, with all my grouse 
against inadequate resources, 1 think we are spending 
today about three times what we were spending in 1945. 
But the ideology of work and co-operative activity that 
we want to inculcate through Basic Education, the 
diversification of courses that we want to introduce in 
secondary schools, the linkage that we desire to forge 
between education and life, the qualities of heart and mind 
we are trying to cultivate through our new educational 
techniques and curricula, the spirit of research with which 
we wish to imbue our universities and for which many 
silent, unknown teachers are doing their best in many , 
fields—all these cannot be put on a plate for demons¬ 
tration to the critics. 

While we recognise the faults and weaknesses of the 
teachers and the perhaps greater shortcomings of educa¬ 
tional administrators like myself, we must acknowledge 
our debt of gratitude to the teachers to whom we have 
often denied their due—^though we have not hesitated to 
entrust to them the future of our children who constitute 
the most priceless asset of the nation. We can express 
our indebtedness by doing all we can to build up their 

*The article was published in December 1957 
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morale and social prestige. And, when we feel right¬ 
eously indignant and are inclined to blafne them for 
“dereliction of duty” we will do well to indulge in a 
little introspection and see whether, in our daily life, we 
set much higher standards of integrity, devotion, sense of 
duty, co-operation and discipline. Jesus Christ had 
advised the physician to heal himself. The advice is 
timeless—^it does not date. 
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D uring the course of the Western industrial and 
social revolution, the middle classes have, iti 
general, benefited economically least of all. Gene¬ 
rally speaking, this is because they have clung persis¬ 
tently to their own ideas as to what is considered 
‘respectable’ behaviour. Curiously enough, a middle-class 
comes into being as soon as educational facilities 
improve and the first few generations of newly educated 
people tend to proclaim themselves as the custodians of 
this ‘respectability.’ Then, as if to defend themselves 
against the rising influence of the average worker, whom 
they generally consider to be their inferiors, and because 
competition for places in the sun among the wbalthy and 
influential sections of society are rare, they become 
almost a social caste of their own. Steadily increasing 
educational facilities in India, during the last quarter cen¬ 
tury, particularly since independence, have swollen the 
ranks of this ‘respectable’ middle class to such an extent 
that widespread unemployment amrmg them is in dan^r 
of becoming chrcmic. The concbpt of respectability drnni- 
nates the thinking of tens of thousands of parents and 
their children. It is easy to recognise this unfortunate and 
unwise class. The symptoms of their disease might almost 
be listed. Among the symptoms are a dislike of manual 
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occupations involving dirty hands; a superior attitude 
towards those most valuable members of our commu¬ 
nity, the craftsmen; the airy assumption that therb is 
something essentially superior about Government posts 
and professional and public appointments; and, perhaps 
most unfortunate of all, in an agricultural country, the 
common belief that urban life is superior to rural acti¬ 
vity. Very rarely do these unhappy people stop to 
remember that they are a very small fraction of the total 
population of the country. Hardly ever do they realise 
that everything they eat and drink and wear and use in 
their own homes is necessarily the product of citizens 
who are almost certainly worldng as efficiently as and, 
more often than not, for longer hours than ffiey them¬ 
selves. Even worse, during this transitional period, in 
which an industrial revoluticm is taking place, they fail to 
understand that the occupational pattern of the cormtry is 
bound to undergo a vast change during the coming years 
as our economy becomes comparable with that of other 
modern states. 

This widespread lack of understanding among the 
educated middle-class is quite clear from an analysis of 
the Live Registers of Employment Exchanges. When 
each individual presents himself for registration, he is 
asked to state the occupation which he wishes to enter. 
During the course of registration he is given advice about 
the employment opportunities which are occurring in the 
country. The final choice of occupation is, however, left 
to him. At the present time out of 3,60,000 educated 
registrants (persons who have passed Matriculation or 
higher examinations) about 2,80,000 are looking for 
‘respectable’ jobs as clerks despite the fact that they have 
all been informed that their chances of getting such jobs 
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are in the ratio of 1 : 40. Even in the few cases where 
our educated young men have agreed to consider non¬ 
clerical jobs, the clamour is more often than not for 
‘clean’ desk jobs as draftsmen, radio mechanics and 
allied trades, the demand for which is very limited. 

All this is really very serious. The strenuous and the 
successful efforts which are being made to industrialise 
the country are endangered. We have set out to make 
India independent of foreign raw materials, to manufac¬ 
ture within the country the machinery, rolling stock, 
heavy electrical equipment, heavy machine tools and 
basic raw materials which a modem State requires. 
It is essential, therefore, that our educated young people 
should play their part in this economic and industrial 
revolution. 

Is it not a tragedy that while lakhs of young people 
are unswerving in their determination to obtain white- 
collar jobs, there simultaneously exists a widespread 
shortage of technicians without which the production, 
processing and distribution of our new enterprises cannot 
be successfully accomplished? 

Here again, let us quote some figures from the Live 
Registers of Employment Exchanges. As against a ratio 
of 40 : 1 in respect of applicants to vacancies for white- 
collar jobs, the ratio in respect of civil engineers and 
electrical fitters is about 2:1; in respect of instrument 
mechanics it is 3 : 1; mechanical foremen 2 or 3 : 1 and 
in the case of highly qualified technicians with many 
years of practical experience the number of employment- 
seekers is practically nil because all those who have 
gained knowledge and experience are fully employed 
and can pick and choose their jobs. Now this is true 
when we are only just launching our plans for industrial 
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development. The situation will become much worse 
during the next decade if those who have had the privi¬ 
lege of educaticm do not change their outlook. In 
general, the technicians of the future will have to be not 
only skilled with their hands but also fairly well edu¬ 
cated. Modem machine tools and modem production 
methods demand ability to read blueprints and use 
measuring implements which are beyond the capacity of 
the illiterate. The industrial relations programme is mov¬ 
ing towards an increasing participation of workers in 
management; between those who work at the benches 
and those who manage factories. A new type of work¬ 
man is therefore required and it will be a sad day for 
India if our young people do not respond to the chal¬ 
lenge. No doubt they will, but the first step must be a des¬ 
truction of the false theory of ‘respectability’ and banish¬ 
ment of the fallacious concepts that hold them in chains 
at present. 

During the coming months nearly 1\ lakh of young 
men and women will be passing out from schools and 
colleges. About 4,80,000 will be matriculates; 1,50,000 
will be intermediates and the balance will be graduates. 
If the present pattern holds good, it is probable that 50 
or 60 per cent of the matriculates will seek entry into a 
university and the question most inevitably be raised as 
to why so many should go to college and what are their 
subsequent occupational intentions. This question is one 
which should be asked by every young man and woman 
and, even more important, by their parents. There are 
30,000 unemployed graduates registered today and most 
of them are III Division B.A.s. The number of intermedi¬ 
ates is similar. Which, it might be asked, is more desir¬ 
able : ‘respectable’ unemployment or low-paid clerical 
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employment on the one side or increasingly well paid 
technical employment in keeping with the country’s needs 
on the other ? Is a college degree for 50 or 60 per cent 
of our matriculates really essential or even desirable in 
our industrial and agricultural economy? Even more 
obvious is the question whether the money invested in a 
college education is, for most of our children, justified 
by the results and the jobs ultimately obtained. 

It might perhaps be thought that tlie picture which 
has been painted is an exaggerated one. Quite frankly 
it is. But the exaggeration is deliberate because we have 
set out, as one of our social objectives, to ensure that 
all our children will have an opportunity to go to school 
and join the ranks of the educated. That is a legitimate 
claim which every citizen has a right to make. But, quite 
obviously, if every person who has had the benefit of 
education joins the ranks of the 'respectable’ middle- 
classes, we shall starve. There will be nobody to produce 
the things we need for our day-to-day consumption. 

What then must be said about “Jobs—^Yesterday, 
Today and Tomorrow ?” Jobs for the educated yesterday 
were very largely white-collar occupations. Jobs today 
have changed their pattern tremendously and there is a 
rising demand for competent craftsmen and a surplus of 
those looking for white-collared occupations. Jobs of 
tomorrow and those in years to come will consist of a 
high percentage of technical occupations. The sooner 
this is realised the more employable will our educated 
young men set out to become. 


Ll 53DPD--7,50(>-25-3-60^1PF. 




^TRT TP sn?rr?r5T arTRjft, T;?cr^rivi?T 

Lai Bahadur Shastri National Academy of AdmiuLslration Library 

MUSSOORIE 

^fo 

Acc. No. 

f'RT w 5?^^ ^'T PtR fefeil ITT 
I 


Please return this book on or before the date last stamped 
below. 


Date 

: 

' Borrower’s 
No. 

Date 

Borrower’s 

No. 


1 

1 





338.9 

PaC 


i 

[ Class No 

1 

i Author... 


ACC. No...2A3Jf3 

Book No. 


33a*» 


LIBRARY 

LAL BAHADUR 8HASTRI 

National Academy of Administration 

MUSSOORIE 


Accession No. I 


1. Books are Issued for 15 days only but 
may have to be recalled earlier If urgen¬ 
tly required. 

2. An over-due charge of 25 Paisa per day per 
volume will be charged. 

3. Books may be renewed on request* at the 
discretion of the Librarian. 

4. Periodicals* Rare and Reference books may 
not be issued and may be consulted only 
in the Library. 

6. Books lost, defaced or Injured In any way 
shall have to be replaced or Its double 
price shall be paid by the borrower. 


Help to keep this book fresh, clean d moving 








